TION 


HEARINGS 


BEFORE A 


SUBCOMMITTEE OF THE READING oon 
COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 


ON 


BILLS TO AMEND THE RAILROAD RETIREMENT ACT 
JANUARY 24, 25, 26, MARCH 6, 7, AND 15, 1956 


Printed for the use of the Committee on Interstate and Foreign Commerce 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 








COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
J. PERCY PRIEST, Tennessee, Chairman 


OREN HARRIS, Arkansas CHARLES A. WOLVERTON, New Jersey 
ARTHUR G. KLEIN, New York CARL HINSHAW, California 
WILLIAM T. GRANAHAN, Pennsylvania JOSEPH P. O'HARA, Minnesota 

F. ERTEL CARLYLE, North Carolina ROBERT HALE, Maine 

JOHN BELL WILLIAMS, Mississippi JAMES I. DOLLIVER, Iowa 

PETER F. MACK, Jr., Illinois JOHN W. HESELTON, Massachusetts 
KENNETH A. ROBERTS, Alabama JOHN B. BENNETT, Michigan 
MORGAN M. MOULDER, Missouri RICHARD W. HOFFMAN, Illinois 
HARLEY O. STAGGERS, West Virginia JOHN V. BEAMER, Indiana 
ISIDORE DOLLINGER, New York WILLIAM L. SPRINGER, Illinois 
WALTER ROGERS, Texas ALVIN R. BUSH, Pennsylvania 
MARTIN DIES, Texas PAUL F. SCHENCK, Ohio 

SAMUEL N. FRIEDEL, Maryland JOSEPH L. CARRIGG, Pennsylvania 
JOHN J. FLYNT, JR., Georgia STEVEN B. DEROUNIAN, New York 


TORBERT H. MACDONALD, Massachusetts 
DON HAYWORTH, Michigan 
ELTON J. Layton, Clerk 
KENNETH J. PAINTER, First Assistant Clerk 
HeRMAN CLAY BEASLEY, Assistant Clerk 


Professional Staff 


ANDREW STEVENSON Sam G. SPAL 
Kurt BorRcHARDT MARTIN W. CUNNINGHAM 





SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OREN HARRIS, Arkansas, Chairman 


JOHN BELL WILLIAMS, Mississippi CHARLES A. WOLVERTON, New Jersey 
PETER F. MACK, Jr., Illinois CARL HINSHAW, California 

ISIDORE DOLLINGER, New York JOSEPH P. O’HARA, Minnesota 
WALTER ROGERS, Texas ROBERT HALE, Maine 


JOHN J. FLYNT, JR., Georgia JAMES I. DOLLIVER, Iowa 


Ir 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


CONTENTS 
Page 
tee nn SN, a acca wine  cnabieetiene peal eases nannies 2, 127 
Report of — 
Bureau of the Budget on— 

H. R. 182, H. R. 858, H. R. 3607, and H. R. 3826__...._.____ 3 
Wis Bs Pinan on wh vseonnkednnacenndecacenicbeaee. 4 

H. R. 738, H. R. 757, H. R. 857, H. R. 2026, H. R. 2591, H. R. 

3416, H. R. 7 ae R. 3743, H. R. 3796, H. R. 5272, H. R. 
es, SEE. Sy Oe .. ones abinum aie acdcebiae one dietebe 4 

H. R. 760, a. os 3573, w R. 3087, H. R. 3209, H. R. 3590, H. R. 
Ge eee Oe: OO cn ense eae debes 11 
Oh ERS = So pn oo aa Sh eanelk eheeee soe ae 14 
SEI GS to 53 acai tate = aemnwG etal eee ate Lene 15 
Bg? I ao Gh stig ent Ris laa iiss eg ln ten Cases lip etnias eae aatimenia 17 
Bee eee GE Bee Be GFN a we nntanncnnssnscndddcadabiodaana 19 
ee ee oh eee OF ee 29 
Beet SS c Shou bat sence so nnsn eee eae eeaeo ee 34 
Bs SIG << cs vo ces colicin ts tn in thd he cil aS Woe Seen 36 
Bag A III ke Glas akin elses Dota hatha dudes cg Tanga ene i laatin 39 
DT ES «+ adda dcaaes eats dUdhsthsdeeasssacamadenas 39 
Rte SING © 5 5.c cular enind ob bie at ach Recetas dha eee ae 42 
Ba TN MIs sb ss ands Sven op estan tt peat bb de Sh eee ia aes 43 
DURE 3 5h o se odes aeesbatne nace eda eaken 46 
De PS Si oa a oon 5 CR RRR S nee meee a ee 48 
Bie MD SS a cic inca chi cca > setts ion a pelea i en 20 

H. R. 7983, H. R. 7984, H. R. 7985, H. R. 7986, H. R. 7987, 
H. R. 7988, H. R. 7989, H. R. 7990, and H. R. 8231__-.____ 21 
vid CEECc da ntdhbnobondinahabbuoducsddukteahianndawebat 30 
AM. 2s Dhddveok>echedhoddp nent keekre csaebeehen 51 
Dy GED cis > svc tnnovndshabasbandasuasukddabanntesbhau 52 
ACU a a a ic eee ek a BO ek kd 53 
eG 8 ee EEN RU) ED A Ee | 54 
i Pi 2hC <5 cade be banhhheuanemnanenkemanhineelibenaens 128 
H.R 8862 MSc NEURLAdeLASAREUSEEASE Seen sd ee re etadeneese 129 
PEA cat Kot hab nied A Abbbawad shocend bbl bawhaaweds 130 
Commerce Department on H. R. 4787___..--.......-----------.- 40 
Federal Reserve System on H. R. 4787._...........--.-.--------- 42 


Health, Education, and Welfare Department on— 
. R. 738, H. R. 757, H. R. 3416, H. R. 3719, H. R. 5272, H. R. 
5801, H. R. 6833, H. R. 8230, H. R. 8338, and H. R. 8399 _ 5 


WEE aT We gee re fe UE EF ccc oath ic etieteaukws 17 

ae UG oe Pe 137 

Lar Dearne Clers. 4h. O08. oie oe as cle eh 18 
Railroad Retirement Board on— 

TM fac ba A bind oben Soak ebaidekdatmbsnwicdtsdeauei 3 

nk a os de bales Ohne elena 4 

Wen a SEIN Se ee os See? UE cbse 8 

De ins a no oe 8 ee hao K eee oniee eens 9 

ee We a lsd ec ce haere et eal thadeeen 10 

SR rl 2css host neat AbenesangunbaaateeCla blasted 13 

Rt RS ee Teh erie ee Pe) iad ed aes 14 

DR 22 222 en ah anadanscnaeakannac ed des tele 15 

eS or et ee et tee ae. eee 16 

ES x et ocean edd waked eaeie tome Claas 27 

SE Ee oid once can hak hh elk wenden ttllilon sles 19 

H. R. 2573, H. R. 3087, H. R. 3029, H. R. 3590, and H. R. 3612_ ll 


im 








IV CONTENTS 


Report of—Continued 





Railroad Retirement Board on—Continued Page 
NINN: a hes 5 oe de ecco sek Wein Nimaie healed a Beemer Sin 28 
a IIa Se che wh spine aces iin encvieciiras tiated niin aicaen \e oa adil geass eal 12 
SMe I se a a ec ca isha ts cat. go oO aici aera a Sess Re ac oo 33 
Bs Br OPE cmc ce era ia sis on gles ses ea coc ea hn ean 34 
ORS Ee ED aa hake ciceee SF erate huge tied aea 5 34 
H. R. 3826. __.- “a jens ‘ si a acne Sa 36 
H. R. 3938 - __ a 1 ron as Si anasande aoe ara 36 
H. R. 4301 3 cues : saat 28 
H. R. 4305... - : net Sr ey ees 37 
H. R. 4306 , _ naan as Sia el cada ea ae 38 
H. R. 4555 ae he a stuiciel ait ss tone 39 
Rh Whe IO eat ask. iene Ada SER ie eesds @ Be < o “pe 41 
es. a Eh eo os chet et al Cn icc Ea 43 
Eye ee Od. 3a ee Yu §6¢b aS hen ain Swen de dbuesen ata te=~ 44 
SAL) er on elo sate il ca oN es ta asia : 45 
RS IA OE cb ns as wh once sateen a5 i a 45 
ey BRDU G Elkaicies dm 34 — Soda den oe sRGe + Si has Sige AE ER 46 
RM ik cas ec os oy ur hn ag he RO ele OE eee Bk BI oa ia 47 
I ic, ccrcentnrctan a z ere Pee: > ae 40 
i, Ms oko ietaane ; ws chia Ale EE Se 49 
i i ES rik cine baie pg nia ahaees dil 5 ice 20 
ee Se die pn SM na Eds Sh Drama Mike hi htt oc kB = = 22 
TROD ie cin win Te ae ee Te ee ee os 22 
H. R. 7985 si pie , ssl ee ie se abel = 3 23 
[8 See ‘ a eae ane a ear ae ee 24 
CWE 2 in a sts Pee wivenne siete acehe «Tks 5 24 
ER ON a i acl manic mins ae ; 7 oa ; 25 
EBs CUI aso mw Seti ‘ tees ‘ Sia 26 
i, Bes, $UUUe ae ree nate : : ee ee 26 
I i ans reg ee i ee es SF BE cs 30 
HM. KR. Seok... as ae ea ag ea St Se : 31 
ie. Se nen eae peewee ae aes its Bales 50 
ay. BAe Ge Ansa = 2h ~ he ec asn eds cae. «a-ak ‘te din dees 52 
H. R. 8399- ih. abt US at ahh a Reuss 435 Je6 oa 53 
H. R. 8402 and H. R. 8702. -..-_---...-- shirt on ecscaad ae © Ge 54 
es RO ss = ae Bite a . wich BES: Ae ch ox 32 
JE: ee esas ah aaa a : Kee Seven BE 128 
H. R. 8862- bre Ri hin BE an 129 
H. R. 9065, H. R. 9066, and H. R. 9068 by— 
Harper, Horace W- ee eee ee ar ae 136 
ROONEY SEUNG ME coc wc nem e cece ok o wins knitiin “ee 134 
Kelly, Raymond J___---_---- Bisa erence Fee 13] 
eee. cael ae nba SIE teraeccinn es 139 
Treasury Dep: artment on H. R. 9065__--____-. SOS ee .. 196, 138 


Statement of — 
Bailey, Hon. Cleveland M., a Representative in Congress from the 


State of West Virginia_ -_ _- nk ae 144 
Bennett, Hon. Charles E., a - Repre: sentative in Congress from the 

State of Florida__- 56, 148 
Bennett, Hon. John B., a Re »presenti itive in Congress from the State 

of Mic IN in cs nthe ae nee ene eee eerecne iad 69 
Bentley, Hon. Alvin M. en Repre sentative in “Congres ss from the State 

of Michigan____-_ 110 
Burdick, Hon. Usher as eo Re _prese ntative in Congress from the State 

of North Dakota___. 155 
Burnside, Hon. M. G., a Re presents itive in | Congre ss from the State 

of West Virginia___- 150 
Byrd, Hon. Robert C., a Represe sentative in Congress from the State 

of West Virginia_ 92 


Cretella, Hon. Albert W., a Representative in Congress from the 


State of Connecticut- - Dit ia th 90 
Cunningham, Hon. aul, a Re _prese ntative in Congress from the 

State.of Iowa____-__- r 101, 104 
Davis, Hon. James C., a “Representative i in Congress from the State 

Oe I gn ie dac nmadconcnus wees bmeubeoesaves Se cies dati 118 





CONTENTS Vv 


Statement of—Continued Page 
Dorn, Hon. W. J. Bryan, a Representative in Congress from the State 
of South ¢ yarolina_____.- Qeetiesh apciig ieee toca seh erties a 67 
Fain, Guy F., grand pre 'sident, National Association of Retired and 
Veteran Railway Employees. -.--.-.-.-.--.----------++-+------ 207 
Finney, Gerald D., assistant gener: il solici tor, Association of American 
Railroads_ 96 ti Lotte! pute oe at Wee meta e Mate ne Lie, 241 
Friedel, Hon. Samuel N., i Re :presentative it in C ongress from the State 
of Mary land __ : _. 65, 148 
Harden, Hon. Cecil M., a Re presentative in Congress ‘from the State 
of Indiana_-_- es 122 
Harper, Horace W., member, Railroad Retirement Board---------- 168 
Healy, Thomas M., member, Railroad Retirement Board_- - - -- : 176 
Herlong, Hon. Albert Sydney, Jr., a Representative in Congress from 
the State of Florida 140 
Hyde, Hon. DeWitt 8., a Re »presentative in Congress from the State 
‘of Mary land __ _- sa: weccteel ee 116 
Jennings, Hon. W. Pat, a Representative in Congress from the State 
i . Ventiibitesss |. oxscinl axel « ccdwettide ks oxntled <aoetiweel aren 91 
Kelly, Raymond J., Chairman, R ailroad Retirement Board aoe 3 157 


Matschee k, Walter, Director of Research, Railroad Retirement Board_ 103, 167 
Monroe, J. Elme ‘r, vice president, Association of American Railroads, 


and Director, Bureau of Railws ay Economics_-- -- 255 
O’ Konski, Hon. Alvin E., a Representative in Congress s from the State 
of Wisconsin_ - ra ar Sem 3 ates ; 72 
Perkins, Hon. Carl as a Representative in Congress from the State of 
Kentucky _ - kas 5 Sl ens dhe bt 149 
Poff, Hon. Richard H., a Representative in Congress from the State 
of Virginia ~agl . bys 2 seek ee 86 
Polk, Hon. James G., a Representative in Congress from the State of 
Ohio , : ; ete ui - pda ihe 147 
Rhodes, Hon. George M., a Representative in Congress from the 
State of Pennyslvania___- ctacs tin bttel iis 152 
Rogers, Hon. Byron G., a Representative in Congress from the State 
of Colorado__-_-_--_- Part sed oh ~ nieewsecn 95 
Schoene, Lester P., on behalf Railway ‘Labor E xecutives’ Association 
and Brotherhood of Locomotive Engineers “ 180, 266 
Sikes, Hon. Robert L. F., a Representative in Congress from the 
State of F lorida_ 125 
Siler, Hon. Eugene, a Representative in Congress from the State of 
Kentucky LR : RS ae 124 
Smith, Hon. Dan T., special assistant to the Secretary of the Treasury 
in Charge of Tax Policy : 4 De ae 
Stack, Thomas, president, National Railroad Pension Forum, Inc_ -_- 211 
Staggers, Hon. Harley O., a Representative in Congress from the 
State of West Virginia : ae ; PS Sue ere 144 
Thompson, Hon. Frank, sabes a Representative in Congress from the 
State of New Jersey : eae et 8 Ree ee 155 
Van Zandt, Hon. James E., a Representative in Congress from the 
State of Pennsylvania_ i : ae Ane Se 73 
Zablocki, Hon. Clement J., a Representative in Congress from the 
State of Wisconsin___ ited neue tre fai an an 6 tetas at 156 
Additional information submitted for the record by 
American Farm Bureau Federation, letter from Matt Triggs, assistant 
legislative director is a Nl a cata Rein Pars ia 273 
Association of American Railroads: | 
Distribution of commercial intercity freight traffic, table_____- 258 
Gross revenues and net earnings, railroads of class I in the U nited 
States, table____- ee Bik ae 7 he 256 
Income account adjusted for increased costs and increased 
freight charges, railroads of class I in the United States, table_ 258 
Increased operating costs since January 1, 1955, table_____-_- ey 
Rate of return, railroads of class I in the United States, table... 256 
Ratio of net income to net assets of manufacturing corporations, 
ee i st Bi aS ae See ee a 257 


Ratio of w wages and salaries to value of sales, 1954, NN amine 257 








VI CONTENTS 


Additional information submitted for the record by—Continued 
Bennett, Hon. Charles E.: 

Letter from, transmitting drafts of proposed bills 

Memorandum on ownership security bill. _..-...-...--------. 

Memorandum on retired rail workers’ housing bill 

Boyle, Hoo. Ciarint Ax tetler Gti ooo os ono hoe ccdn en ke sks 

Fascell, Hon. Dante B., letter from, enclosing letter from Cecil R. 


Harden; 720m 4700i- BE, Wetter POM ia con ons wes eeccesawcduhlecund 
Latimer, Murray W., letter from, transmitting comments on H. R. 

i in 8 in chk at chanbobarinnscknnnnenannenniadtiaieaa 
National Railroad Pension Forum, Inc.: 

Letter from Thomas Stack, president_--....._......--------- 

“Polecat”” McMillan Honored With Casey Jones Fellowship, 
article from Illinois Central magazine_...............-.__ - 

Poff, Hon. Richard H., letter from, transmitting information from 
Railroad Retirement Board to correct figures given in previous 
COCO Oe oe a ele was Cha Seen dh cee wdand i bwadewele 

Railroad Employees Clubs of America, Inc., letter from Jesse R. 
we eee, hah ph bs’ ue Sv wr sh Ik @. Os ATR tpi an caela bate ered to ina Shen cnhes 

Railroad E mployees’ National Pension Association, Inc., letter from 
James 1s "CRO VG, ON ois ink Lib She cee we BE 

Railroad Retirement Board: 

Bills to amend the Railroad Retirement and Railroad Unem- 
ployment Insurance Acts pending before the House of Repre- 
sentatives, 84th Congress, March 1956___..._.------------- 

Letter from Raymond J. Kelly, eee. transmitting statistics 
on payroll, taxable payroll, and employees, 1954 and 1955__- 

Statement by Mr. David B. Schreiber regarding increase of 
GOO OOUITTE HSIN Ss Us ake bem bebe wt wee 

Railway Labor Executives’ Association: 

Explanation of H. R. 9065, prepared by Lester P. Schoene_---_- 

ROE OC SRIIIG nn once cee exer ndee deed ELGLEEe 

Smith, Hon Prank Bu, dette ome oss celeb awn wtabecueus 

St. George, Hon. Katharine, letter from, transmitting statement of 
SURRD Fy iid iin Flea nc atiend dendadbntied Mies 


277 
240 
107 


162 
115 
178 
188 








RAILROAD RETIREMENT LEGISLATION 


TUESDAY, JANUARY 24, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS, 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 1334, 
House Office Building, Hon. Oren Harris (chairman) presiding. 

Mr. Harris. The committee will come to order. 

The Subcommittee on Transportation and Communications is meet- 
ing this morning to begin hearings on the many bills pending before 
the committee proposing to amend the Railroad Retirement Act and 
the Railroad Unemployment Insurance Act. There are over 50 such 
bills pending before this committee, and there may be other bills intro- 
duced during the course of these hearings. 

As it will be remembered, the Committee on Interstate and Forei 
Commerce held hearings in the last session of Congress on the bill 
H. R. 4744, which was introduced by our distinguished chairman, the 
Honorable J. Percy Priest, and about 15 other bills that were identical 
to it, or encompassed by it. 

You will remember that the bill passed both Houses of Congress 
and became Public Law 383 of the 84th Congress. 

The principal provisions of the law are: 

1. It increased the maximum spouse’s annuity payable under the 
Railroad Retirement Act from the then existing $40 a month to the 
highest amount which could be paid to anyone as a wife’s insurance 
benefit under the provisions of the Social Security Act, as amended 
from time to time. In effect, it will be recalled that this amendment 
established a new maximum of $54.30, beginning with January 1956. 
Further increases in the maximum will automatically take place if 
and when the Social Security Act is further amended to provide for 
higher benefits. 

2. The law repealed the dual-benefit restriction on survivor annui- 
ties; that is, it repealed the second sentence of section 5 (g) (2) of 
the Railroad Retirement Act of 1937, as amended. The effect of this 
repeal is to permit a widow, dependent widower, child, or parent of 
a deceased railroad employee to receive the full amount of his or her 
survivor annuity without any deductions because he or she may be 
eligible to receive simultaneously a social-security benefit under the 
Social Security Act. 

3. The bill had to do with Railroad Retirement Board personnel. 
The bill as it became law provides that practically all positions, with 
certain exceptions, to which individuals are appointed by the Railroad 
Retirement Board shall be in and under the classified [competitive] 
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civil service and it provided that they should not be removed or ex- 
cepted therefrom. 

At the time of the hearings last year, which culminated in the report 
by this committee of the bill just referred to, and its passage, I an- 
nounced that this committee during this coming session, during this 
session of Congress, would hold hearings on the remaining bills pend- 
ing before the committee as soon as we had received the sixth actuarial 
valuation report of the railroad retirement system. This report is now 
available for members of the committee. 

The 53 bills introduced by our distinguished colleagues in the House, 
and pending before the committee, in which there has been so much 
interest manifested by so many Members and their constituents, and 
all railroad people, will be inserted at this point into the record by 
number and sponsor. I think this is appropriate because now we have 
at the outset of the hearings the number of the bill and the sponsor of 
each bill available for anyone who would like to see it. 

(The bills and sponsors are as follows :) 

H. R. 182, by Mrs. St. George, of New York: H. R. 306, by Mr. Wickersham, 
of Oklahoma; H. R. 738, by our colleague on this committee, Mr. Williams of 
Mississippi; H. R. 757, H. R. 760, H. R. 2573, and H. R. 3416, by Mr. Cunning- 
ham of Iowa, H. R. 856, H. R. 858, H. R. 859, H. R. 861, H. R. 2443, H. R. 
7982, H. R. 7988, H. R. 7984, H. R. 7985, H. R. 7986, H. R. 7987, H. R. 7988, 
H. R. 7989, and H. R. 7990, by Mr. Van Zandt, of Pennsylvania; H. R. 2026 
and H. R. 4801, by Mr. O’Konski, of Wisconsin; H. R. 3087, by Mr. Bennett of 
Florida; H. R. 3269, by Mr. Dorn of South Carolina; H. R. 3401, H. R. 8230, 
H. R. 8231, and H. R. 8587, by Mr. Boyle, of Illinois; H. R. 3590, by our col- 
league on this committee, Mr. Friedel, of Maryland; H. R. 3607, by Mr. O’Brien, 
of New York; H. R. 3612, by Mr. Rogers of Colorado; H. R. 3719, by Mr. Win- 
stead, of Mississippi; H. R. 3795, by Mr. Poff, of Virginia; H. R. 3826, by Mr. 
Powell, of New York: H. R. 3938, by Mr. Radwan, of New York; H. R. 4305 
and H. R. 4306, by Mr. Smith, of Mississippi; H. R. 4555 and H. R. 6833, by Mr. 
Bentley, of Michigan: H. R. 4787, by Mr. Broyhill, of Virginia; H. R. 5218, by 
Mr. Zelenko, of New York; H. R. 5272, by Mr. Denton, of Indiana; H. R. 5361, 
by Mr. Blatnik, of Minnesota; H. R. 5426, by Mr. Hyde, of Maryland; H. R. 
5702, by our colleague on this committee, Mr. Bennett of Michigan; H. R. 5801, 
by Mr. Cretella, of Connecticut ; H. R. 6838, by Mrs. Harden, of Indiana; H. R. 
8338 and H. R. 8339, by Mr. Davis, of Georgia; H. R. 8399, by Mr. Sikes, of 
Florida; H. R. 8492, by Mr. Siler, of Kentucky; and H. R. 8702, by Mr. Perkins, 
of Kentucky. 

The 53 bills on which we will hold hearings can be grouped into a 
few principal categories. I think this will be helpful to all of us and to 
the hearings. There are some 14 bills which provide for retirement 
at age 60 and/or after 30 years of service, or after 35 years of service, 
with an annuity of not less than half of the employee’s monthly com- 
pensation during his 5 years of highest earnings. We have some 5 
bills which provide for retirement on a full annuity at age 60 and/or 
after 30 years of service, without changing the present formula for 
computing annuities. We have another category of about 10 bills 
which provide for a flat percentage increase in benefits, ranging from 
10 to 25 percent. 

There is still another category containing some 12 bills which pro- 
vide for the repealing of certain restrictions on the right of spouses 
and/or survivors to receive full benefits simultaneously under both the 
Railroad Retirement Act and the Social Security Act, or to receive 
more than 1 annuity under the Railroad Retirement Act. 

And then there are other measures. Some bills would lower the 
eligibility age for spouses from 65 to 60 years. Two bills would repeal 
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the “last person’ ’ employer clause, and so on. So you can readily see 
that this committee has quite a job ahead of it to consider these various 
bills. 

Copies of the reports on these bills from the executive departments 
and agencies will, without objection, be made a part of the record at 
this point. 

(The reports follow :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of January 26, 1955, 
requesting a report on H. R. 182, a bill to provide that railroad employees may 
retire on a full annuity at age 60 or after serving 30 years; to provide that such 
annuity for any month shall be not less than one-half of the individual’s average 
monthly compensation for the 5 years of highest earnings; and for other purposes. 
It is also in response to your requests for reports on the following related bills 
which would carry out the same objectives: H. R. 858, H. R. 3607, and H. R. 3826. 

These bills would liberalize the present retirement provisions of the railroad 
retirement program by permitting employees to retire on a full annuity at age 
60 or after serving 30 years. They would also provide for annuities of not less 
than one-half of the individual’s average monthly compensation for the 5 years in 
which his earnings were highest. 

The Chairman of the Railroad Retirement Board advises that enactment of this 
bill would increase greatly the present cost of paying benefits under the Railroad 
Retirement Act. This added cost would leave the railroad retirement system in 
an unsound financial condition, since the bill makes no provision for additional 
revenue to offset the cost increase. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 182 and the related bills, H. R. 858, H. R. 3607, and H. R. 3826. 


Sincerely yours, 
DONALD R. BELCHER, 
Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, IU., June 14, 1958. 
The Honorable J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 


DeAaR Mr. Priest: This is a report on H. R. 182, introduced in the House of 
Representatives by Mrs. St. George on January 5, 1955, and referred to your 
committee for consideration. 

This bill provides full annuities, at not less than one-half the employee’s 
average monthly compensation for the 5 years of highest earnings, for employees 
who have completed 30 years of service or who have attained age 60. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberaliza- 
tion of benefits but does not provide for any additional revenue to meet the 
added cost of such liberalization. Such added cost, since the bill makes no 
provision for additional revenue to offset it, would leave the railroad retirement 
system in an unsound financial condition. Regardless of other considerations, 
therefore, the Board, for that reason alone, recommends that no favorable 
consideration be given to this bill. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until the sixth actuarial valua- 
tion of the railroad retirement system has been completed. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and concurs in recommending against enactment of 
this bill. 

Sincerely yours, 
RAYMOND J. Ketrty, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955, 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of January 26, 1955, 
requesting a report on H. R. 306, a bill “To amend the Railroad Retirement Act 
to provide that a railroad employee who has completed 30 years of service may 
retire on a full annuity, and for other purposes.” 

The bill would permit railroad employees with 30 years of service to retire 
on full annuities regardless of age or physical condition. 

The chairman of the Railroad Retirement Board advises that enactment of 
this bill would increase greatly the present cost of paying benefits under the 
Railroad Retirement Act. Since the bill makes no provision for the additional 
revenue required to defray this cost, its enactment would leave the railroad 
retirement system in an unsound financial condition. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 306. 

Sincerely yours, 
Donatp R. BetcHer, Assistant Director. 


RALLROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 


Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 

Dear Mr. Priest: This is a report on H. R. 306, introduced in the House of 
Representatives by Mr. Wickersham on January 5, 1955, and referred to your 
committee for consideration. 

The bill provides full annuities for employees who have performed 30 years of 
service, regardless of age or physical condition. 

The enactment of this bill would increase very greatly the present cost of pay- 
ing benefits under the Railroad Retirement Act; it provides for liberalization of 
benefits but does not provide for any additonal revenue to meet the added cost 
of such liberalization. Such added cost, since the bill makes no provision for 
additional revenue to offset it, would leave the railroad retirement system in an 
unsound financial condition. Regardless of other considerations, therefore, the 
Board, for that reason alone, recommends that no favorable consideration be 
given to H. R. 306. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until the sixth actuarial valuation 
of the railroad retirement system has been completed. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and recommends against enactment of the bill. 


Sincerely yours, 
RAYMOND J. KEtiey, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 16, 1955. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge and reply to your requests 
for the views of the Bureau of the Budget on H. R. 738, H. R. 757, H. R. 857, 
H. R. 2026, H. R. 2591, H. R. 3416, H. R. 3719, H. R. 3743, H. R. 3796, H. R, 
5272, H. R. 5361, and H. R. 5801, bills to amend the Railroad Retirement Act. 

These bills include a number of provisions which are similar to one or more 
of the provisions included in H. R. 4744. The views of the Bureau of the Budget 
with respect to H. R. 4744 have been set forth in our recent report to your com- 
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mittee. It is therefore requested that our views on H. R. 4744 be considered 
in lieu of a detailed report on provisions of the type found in the above men- 
tioned bills. 
Sincerely yours, 
DONALD R. BELCHER, Assistant Director. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, March 21, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Deak Mr. CHainMAN: This letter is in response to your requests for reports on 
H. R. 738, H. R. 757, H. R. 3416, H. R. 3719, H. R. 5272, H. R. 5801, H. R. 6833, 
H. R. 8230, H. R. 8338, and H. R. 8399. 

Some of these bills contain certain provisions that are incorporated in Public 
Law 383, 84th Congress, approved August 12, 1955. Such bills would need to be 
revised to take this into account. In this letter we shall consider only provisions 
which would make changes in present law. These changes will be separately 
discussed. 

1. In cases in which, under existing law, the survivor of a railroad worker is 
eligible for a survivor annuity or benefit under the Railroad Retirement Act, 
five of the bills (H. R. 757, H. R. 3416, H. R. 5272, H. R. 6833, and H. R. 8338) 
would, perhaps inadvertently, permit payment of the same type of survivor benefit 
to an individual under both programs, with each benefit being based on the same 
worker’s earnings records, and with the worker’s old-age and survivors insurance 
employment and self-employment, and possibly his railroad employment, being 
credited toward both benefits in determining eligibility (insured status) for, and 
the amounts of, such benefits. A more detailed analysis of these provisions is 
contained in the enclosed staff memorandum. H. R. 5801 would make comparable 
amendments applying only to individuals receiving widow’s benefits. These bills 
would thus make drastic changes in survivor benefits payable under existing law, 
which provides for benefits on the combined earnings record under one system 
or the other but not under both. 

These changes would have the effect of providing dual benefits based on the 
same service, without dual contributions. They would result in windfall benefits, 
with attendant heavy costs and without any discernible social purpose, and would 
further dilute the contributory principle. Thus, even apart from their unfunded 
= to the railroad retirement account, we believe that these changes should not 

made, 

2. All of the bills listed, except H. R. 5272 and H. R. 5801, would delete the 
provision of the Railroad Retirement Act which requires that a spouse’s annuity 
under the railroad program be reduced by the amount of any benefit which the 
spouse is eligible to receive under the old-age and survivors insurance program, 
other than a wife’s or a husband’s benefit. H. R. 8338 would also delete certain 
reduction provisions of the Railroad Retirement Act which apply when an 
individual qualifies for more than one annuity under the railroad program. 

Apart from considerations of cost, this proposed repeal of dual-benefit restric- 
tions on railroad retirement or survivor annuities, like earlier analogous repeals, 
raises questions of principle. The belief that it is inequitable to deduct from a 
railroad annuity other benefits for which the annuitant is eligible under the same 
program, or under the old-age and survivors insurance system, overlooks the 
fact that in both programs benefits are weighted in favor of workers in the lower 
earnings brackets, a feature characteristic of social insurance. One of the pur- 
poses of the dual-benefit restrictions enacted in 1951 was to recognize and com- 
pensate for this fact. 

We appreciate the fact that the progressive repeal of other dual-benefit restric- 
tions by recent legislation may be said to have resulted in discrimination in favor 
of those, especially survivors of railroad workers, who have thus been relieved 
of certain dual-benefit setoffs, as against a spouse of a living railroad retire- 
ment annuitant who is subject to a comparable setoff. And the question may 
also be raised why, fiscal considerations aside, a spouse’s annuity should be subject 
to such (limited) railroad-retirement-OASI coordination by way of setoff when 
her husband’s annuity is not. This poses a dilemma. It may be doubted, how- 
ever, that the dilemma should be resolved by eliminating such vestiges of this 
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type of benefit coordination as still exist, instead of moving in the direction of 
more rather than less coordination of these two social-insurance systems. 

3. H. R. 8230 includes a provision to amend section 3 (c) of the Railroad Retire- 
ment Act (defining ‘monthly compensation”) so that retirement and spouses’ 
annuities under the railroad program would be computed on the basis of the 
monthly average of the 5 calendar years (not necessarily consecutive) of the 
worker’s highest earnings in railroad service up to $350 per month. This pro- 
vision (which is compared with existing law in the enclosed staff memorandum) 
is more generous than those now in the Railroad Retirement Act, the Social 
Security Act, and the Civil Service Retirement Act. Apart from problems of 
cost, it raises a question as to the soundness of selecting from a whole working 
life—as a basis for reflecting income loss that benefits under the act are designed 
(partially) to replace—the 5 years which (whether or not consecutive) happen 
to be those of highest earnings. 

4. If the proposed amendments embodied in these bills were considered desira- 
ble in principle, they would require further evaluation from the point of view of 
their cost. 

While these amendments (except those discussed in pt. 1 of this report) would 
seem to have no direct effect on the benefit payments made under the OASI pro- 
gram, and while enactment of any of these bills would seem to entail no net cost 
to the OASI system in view of the provisions of the Railroad Retirement Act for 
cost adjustments between the railroad retirement account and the OAST trust 
fund, the problem of financing of Federal social insurance systems is a matter of 
concern to us. 

Although the railroad retirement system is intended to be a fully financed 
system, it has, in recent years, not been fully financed, despite the savings to the 
system resulting from, among other things, the transfer of the earnings credits 
of less-than-10-year railroad employees to the OASI system. We believe that it 
is important to the welfare of railroad employees and to our economy as a whole 
that the railroad system should be maintained on a self-supporting basis. 

In reporting favorably on H. R. 4744 (now Public Law 383), your committee 
was “unanimously of the opinion that, regardless of the desirability of certain 
proposals for the liberalization of benefits under the act, no amendments to the 
law should be made whieh Wweuld jeopardize the financial soundness of the rail- 
road retirement system.” At the same time, however, having regard to past ex- 
perience in the light of changing economic conditions, your committee was in- 
fluenced by the hope that the estimated actuarial deficit shown by the fifth 
actuarial valuation would be favorably affected by the next evaluation (H. Rept. 
1046, pp. 12, 18). Unfortunately, this hope is not borne out by the recently com- 
pleted sixth actuarial evaluation, which estimates that the present actuarial 
deficit is 1.63 percent of payroll, or $86,390,000 a year, on a level cost basis, thus 
indicating “that an increase in the revenues is needed, if the system is to be 
maintained on a sound reserve basis.” 

The table contained in the enclosed staff memorandum (based on estimates ob- 
tained from the Railroad Retirement Board) shows the additional cost to the 
railroad retirement system which enactment of the various changes proposed by 
the present bills would entail. Together they would cause an additional annual 
level-cost deficiency in the railroad retirement fund of either 1.9 percent of pay- 
roll or $102 million, or 4.35 percent of payroll or $230 million, depending upon 
which of 2 possible alternative interpretations is placed on the amendments dis- 
cussed under part 1 of this report. These figures strikingly indicate the unde- 
sirability of upward changes in benefits without such adjustments in the con- 
tribution schedule as are required to restore the system to actuarial balance. 

We are, therefore, compelled to recommend against the enactment of the bills 
covered by this report. 

The Bureau of the Budget advises that it preceives no objection to the submis- 
sion of this report to your committee. 


Sincerely yours, 
M. B. Forsom, Seerctary. 


Srarr’ MEMORANDUM SUPPLEMENTING ReEPorT ON Britts To AMEND RAILROAD 
RETIREMENT Act (H. R. 738, H. R. 757, H. R. 3416, H. R. 3719, H. R. 5272, H. R. 
5801, H. R. 6833, H. R. 8230, H. R. 8338, anv H. R. 8399) 


1. Five of the bills (H. R. 757, H. R. 3416, H. R. 5272, H. R. 6833, and H. R. 
8338) would make substantial changes in the provisions of law under which 
benefits based on combined earnings records under the Railroad Retirement and 
OASI systems are now payable to the survivors of railroad workers. Under 
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existing law, where an individual is eligible for a section 5 survivor annuity, or 
a section 5 (f) (1) lump-sum payment, under the Railroad Retirement Act, with 
respect to a deceased railroad employee who has had 10 years of railroad service 
and a “current connection” with the railroad industry, survivor benefits are paid 
only under the Railroad Retirement Act, but they are computed on the basis of 
the combined earnings record derived from both the railroad retirement and 
OASI systems (see Railroad Retirement Act, section 5 (1) (9). Where a sur- 
vivor cannot qualify under section 5 of the Railroad Retirement Act, benefits 
based on the combined earnings record are payable under, and only under, the 
OASI system. 

The two acts contain parallel dual-benefit prohibitions with respect to survivor 
benefits. Subsection (g) (1) of section 5 of the Railroad Retirement Act pro- 
vides that if an individual is eligible for a survivor annuity or lump sum under 
section 5 of that act with respect to the death of an employee, the individual shall 
not be entitled to a lump-sum death payment or monthly insurance benefits under 
the Social Security Act on the basis of the wages of the same employee. Simi- 
larly, section 202 (1) of the Sociul Security Act provides that, if a person is 
eligible for an annuity under section 5 of the Railroad Retirement Act of 1937 
or to a lump-sum payment under subsection (f) (1) of that section, with respect 
to the death of an employee, no lump-sum death payment, and no monthly in- 
surance benefis, under the Social Security Act shall be payable to any person on 
the basis of the OASI wages and self-employment income of such employee. 
These correlated provisions thus forestall the payment of duplicate benefits 
based on the same combined earnings record in cases in which there is eligibility 
for a railroad survivor benefit, notwithstanding section 5 (k) (1) of the Rail- 
road Rteirement Act which, in death cases (and also life cases in the case of 
employees having less than 10 years of railroad service) in effect bring railroad 
eurnings under OASI for benefit purposes. If, on the other hand, no one is 
eligible for a survivor annuity or lump-sum death payment with respect to a rail- 
road employee under the Railroad Retirement Act, because the employee did not 
at the time of death have the necessary insured status under the Railroad Retire- 
ment Act even on the basis of the combined earnnigs record, the combined earn- 
ings are counted under OASI both in determining insured status and the amounts 
ot benefits. (See Railroad Retirement Act, section 5 (k) (1); Social Security 
Act, section 205 (0).) 

Thus, the repeal of the dual-benefit prohibition of section 5 (g) (1) of the 
Railroad Retirement Act and of section 202 (1) of the Social Security Act, as 
proposed by the five bills above mentioned, would permit the survivor of a rail- 
road worker, where the survivor is eligible for a railroad survivor benefit, to 
receive survivor benefits under both programs on the same worker’s earnings 
record, and with the worker’s OASI employment and self-employment, and 
possibly his railroad employment, being credited toward both benefits in deter- 
mining eligibility (insured status) for, and the amounts of, benefits. The word 
“possibly” is used with respect to the question of whether the worker’s railroad 
employment would also be credited in such cases on the OASI side, because, 
though such a result would seem to flow from section 5 (k) (1) of the Railroad 
Retirement Act, this is made doubtful by the fact that the bills would not ex- 
pressly modify section 205 (0) of the Soeial Security Act which provides that 
railroad compensation shall be credited under the OASI system “if’ no one is 
eligible for a survivor benefit under the Railroad Retirement system. 

There is some doubt that in the preparation of these bills the effect which they 
would have on the basie coordination provisions between the two systems was 
foreseen. The titles of these bills do not indicate that any such drastic change 
was intended. 

2. The proposed deletion of set-off provisions discussed under point 2 of the 
Secretary's letter needs no elaboration here. 

3. H. R. 8230 would, among other things, compute a railroad retirement annu- 
ity and spouse’s annuity under that program on the basis of the monthly average 
of the five calendar years (whether or not consecutive) of the worker’s highest 
earnings in railroad service up to a maximum of $350 per month. Under the 
present Railroad Retirement Act (section 3 (c)), the “monthly compensation” 
for such benefit computation purposes is the average of the worker’s total credit- 
able earnings during all of his railroad service, up to $300 a month before July 
1, 1954, and up to $350 since that date, and with pre-1937 earnings computed with 
reference to a statutory 1924-31 base period to avoid administrative difficulties. 
(There is also a special rule for determining, with respect to service before 
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September 1941, the compensation of redcaps whose remuneration was wholly or 
substantially in tips.) 

4. Additional annual cost of bills on level-cost basis (from Railroad Retirement 
Board estimates) : 


—_————————— 


— a a 

L ollar percent o! 

Provision cost (in taxable 
millions) | payroll) 





- 


- Repeal of sec. 5 (g) (1) of Railroad Act and sec. 202 (1) of Social Security Act— 


(a) On assumption that only OASI credits would be duplicated._.._...-- 22 0. 40 
(6) On assumption that railroad earnings would also be credited, in deter- 
mining insured status and benefit amounts under both systems. _-_- 150 2. 85 
2. Repeal of setoff against spouse’s annuity, etc...............-....-.----..-----. 9 -17 
3. one of monthly compensation formulas ..........................-.----...- 71 1,33 
0 _—. 
(a) On first assumption with respect to item 1.......................__._. 102 1.90 
(6) On second assumption with respect to item 1...........__......-.-.__. 230 4.35 
4, Existing law (6th valuation), deficiency_......................-.----------.... 86 1. 63 
5, Annual level-cost deficiency under existing law plus bills— 
(a) On first assumption with respect to item 1..............-.-----.-._.- 188 3. 53 
(6) On second assumption with respect to item 1_...................._.__. 316 5.98 





RAILROAD RETIREMENT BOARD, 
Chicago, Iil., June 14, 1955, 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. CO. 


Dear Mr. Priest: This is a report on H. R. 738 which was introduced in the 
House of Representatives by Mr. Williams on January 5, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937 (as amended) in 
the following manner : 


1. The present restriction in section 2 (e) of the act, requiring the reduc- 
tion of the spouse’s annuity by the amount of her insurance benefit under 
the Social Security Act, would be repealed. 

2. The present restriction in section 5 (g) (2), requiring the reduction of 
survivor annuities by the amount of the insurance benefits under the Social 
Security Act, would be repealed. 

8. The restoration of reductions for social security benefits would be 
retroactive to October 31, 1951. 


In effect, the bill would permit spouses and survivors to receive full benefits 
under the Railroad Retirement Act even though they may simultaneously be 
entitled to certain insurance benefits under the Social Security Act. At present, 
the railroad retirement benefits are reduced by the amounts of such social security 
benefits. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll, with a limit of $350 a 
month per employee. The latest actuarial estimates made in connection with 
the recent 1954 amendments to the Railroad Retirement Act, show that the level 
cost of the benefits under the act is 13.43 percent of payroll (assuming a level 
annual payroll of $5.45 billion), indicating a present deficiency of about $51 
million a year. 

We estimate that the additional costs of the amendments proposed in H. R. 
738 would come to approximately $19 million a year on a level basis. This would 
increase the deficiency from $51 million to $70 million a year. 

Although there are many other reasons why the Board believes that this bill 
should not be enacted, the fact that it would provide no additional revenue to 
meet the substantial increase in the cases of benefits compels the Board, for that 
reason alone, to recommend that no favorable consideration be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report. 

Sincerely yours, 


RaymMonp J. KEt.y, Chairman. 
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RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon, J. PERcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


DeaR Mr. Priest: This is a report on H. R. 757 which was introduced in the 
House of Representatives by Mr. Cunningham on January 5, 1955, and which 
was referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937 (as amended) in 
the following manner : 

1, The present restriction in section 2 (e) requiring the reduction of 
spouses’ annuities by old-age or parents’ insurance benefits payable under the 
Social Security Act, would be repealed. 

2. The present restriction in section 5 (g) (1) against the payment of 
survivor benefits under both the Railroad Retirement and the Social Se- 
curity Acts on the basis of earnings of the same employee, would be re- 
pealed. The bill would also strike out section 202 (1) of the Social Security 
Act which in effect contains the same provision as the last sentence of sec- 
tion 5 (g) (1) of the Railroad Retirement Act. 

3. The present restriction in section 5 (g) (2) requiring the reduction 
of survivor annuities by the amount of certain insurance benefits under the 
Social Security Act would be repealed. 

4, The changes introduced by the bill would become effective the first 
of the month following the month of its enactment. 

The bill retains the present provisions of both the Railroad Retirement and 
Social Security Acts by virtue of which survivor benefits are computed on the 
basis of the deceased employee’s railroad and social security earnings combined. 
There is, however, the anomaly that railroad compensation would be credited 
under the Social Security Act only when the survivors are not eligible for bene- 
fits under the Railroad Retirement Act, whereas social security wages would be 
credited under the Railroad Retirement Act even though survivor benefits based 
on the same wages would also be available under the Social Security Act. It is 
difficult to see why social security wages should be credited twice in cases when 
survivor benefits would be payable under both acts. 

In effect, the bill would permit spouses of railroad employees to receive full 
benefits under the Railroad Retirement Act even though they may simultaneously 
be entitled to an old-age or parents’ insurance benefit under the Social Security 
Act. At present, railroad retirement spouses’ annuities are reduced by the 
amounts of such social security benefits. The bill would also establish a system 
of unrestricted dual survivor benefits under both the Railroad Retirement and 
Social Security Acts which, in our opinion, is highly undesirable. Under present 
law, survivor benefits are paid by either the Railroad Retirement Board or by 
the Social Security Administration, but not by both at the same time. However, 
regardless of which agency pays the survivor benefit, the credits earned under 
both systems are combined. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll, with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 percent of taxable payroll, indicating 
a present deficiency of 0.93 percent of payroll, or approximately $51 million 
a year. 

We estimate the additional cost of the amendments proposed in H. R. 757 
would come to about 0.75 percent of payroll, or approximately $41 million a year 
on a level basis. This amount, when considered in addition to the present defi- 
ciency of 0.93 percent or $51 million a year, would result in a total deficiency of 
about 1.7 percent of payroll, or approximately $92 million a year. 

There are a number of reasons why the board believes that the bill should 
not be enacted. The considerable additional cost resulting in an increased de- 
ficiency is, of course, the most important one, particularly since the bill makes no 
provision for additional revenues to meet this additional cost. 

In view of the foregoing, the board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of Budget advises that it has no objection to the board’s submis- 
sion of this report. 

Sincerely yours, 

RAYMOND J. KELLY, Chairman, 
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RAILROAD RETIREMENT BOARD, 
Chicago, Lll., June 7, 19505. 
Hon. J. PERCY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 

DEAR Mr. Priest: This is a report on H. R. 760 which was introduced in the 
House of Representatives by Mr. Cunningham on January 5, 1955, and which 
was referred to your committee for consideration. 

The bill is identical to H. R. 5269 introduced also by Mr. Cunningham on May 
19, 1953, and on which the Board had submitted a report to your committee 
under the date of July 14, 1958. The present bill, H. R. 760, is therefore some- 
what technically defective since it does not allow for the 1954 amendments to 
the Railroad Retirement Act. 

Disregarding the technical defects, H. R. 760 would amend the Railroad Retire- 
ment Act of 1937 (as amended) in the following manner : 


1. Full annuities would be payable after 35 years of service, regardless 
of age, or at age 60 after the completion of 30 years of service. 

2. In the computation of the average monthly compensation for service 
before 19387, the present 1924-31 base period would be replaced by the 5 
calendar years before 1937, consecutive or otherwise, included in the em- 
ployee’s “years of service’ and for which “he received aggregate compen- 
sation exceeding that received by him for any other such calendar year.” 

3. All employee annuities and pensions would be increased by 15 percent. 

4. A new minimum provision would apply in the cases of persons with 30 
years of service. This minimum would equal 50 percent of the employee's 
average monthly compensation for the 5 calendar years, consecutive or 
otherwise, included in his total “years of service” for which he “received 
aggregate compensation exceeding that received by him for any such 
“alendar year.” 

5. The present restriction in section 2 (e) of the act requiring the reduction 
of the spouse’s annuity by the amount of her insurance benefit under the 
Social Security Act would be repealed. 


The changes listed in items 1 to 4 above would become effective after the last 
day of the month of enactment of the bill into law; the change in item 5 
would be retroactively effective as of October 31, 1951. 

The combined employer and employee taxes for the support of the railroad 
retirement system amount to 12.5 percent of taxable payroll with a limit of 
$350 a month per employee. The latest actuarial cost estimates, prepared in con- 
nection with the 1954 amendments to the Railroad Retirement Act, show that 
the level cost of benefits under the act is 13.43 percent of taxable payroll (assum- 
ing a level annual payroll of $5.45 billion), indicating a present deficiency of 
approximately $51 million a year. 

The latest cost estimates for amendments proposed in the bill were prepared 
in 1953 in connection with H. R. 5269, previously referred to. The additional cost 
was then estimated at approximately $235 million a year on a level basis. This 
cost figure does not allow for the 1954 amendments to the Railroad Retirement 
Act. It is believed, however, that a revised cost estimate for H. R. 760 would 
result in an additional cost figure not substantially different from the $235 
million a year which was quoted in 1953. Thus, the enactment of H. R. 760 
would increase the deficiency of the railroad retirement system from $51 million 
a year to a figure in the neighborhood of $290 million a year. 

Although there are many other important reasons why the Board believes that 
this bill should not be enacted, the fact that it would provide no additional 
revenue to meet the very substantial increase in the cost of benefits compels the 
Board, for that reason alone, to recommend that no favorable consideration 
be given to the bill. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself also 
recommends against enactment of the proposed legislation. 

Sincerely yours, 


RAYMOND J. Ketry, Chairman. 
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CXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D.C. 
Hon. J. PERcyY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 

My Dear Mr. CHarrMAN: This is in reply to your letter of February 4, 1955, 
requesting a report on H. R. 760, a bill “To amend the Railroad Retirement Act 
of 1937, as amended, and for other purposes.” It is also in response to your 
requests for reports on the following related bills which would carry out the 
same objectives: H. R. 2573, H. R. 3087, H. R. 3209, H. R. 3590, H. R. 3612, and 
H. R. 3938. 

The proposed bills would increase annuities and pensions by 15 percent, liber- 
alize eligibility requirements, revise the provisions affecting past service credits, 
and make other changes in the railroad retirement program. The Chairman of 
the Railroad Retirement Board advises that the proposed amendments would add 
approximately $235 million a year, on a level premium basis, to the cost of the 
program, It is estimated that this additional cost factor would increase the 
actuarial deficiency from about $51 million a year to more than $285 million a 
year. There is no provision in the bill for financing the increased cost. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 760 and the related bills, H. R. 2573, H. R. 3087, H. R. 3209, H. R. 
3590, H. R. 3612, and H. R. 3938. 

Sincerely yours, 
DoNALD R. BELCHER, Assistant Director. 





RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 7, 1955. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
THTouse Office Building, Washington 25, D.C. 


DeAaR Mr. Priest: This is a report on identical bills H. R. 2573, H. R. 3087, 
H. R. 3209, H. R. 3590, and H. R. 3612 which were introduced in the House of 
Representatives and which were referred to your committee for consideration. 
H. R. 2573 was introduced by Mr. Cunningham on January 20, 1955; H. R. 3087 
by Mr. Bennett on January 26, 1955; H. R. 3209 by Mr. Dorn on January 27, 1955; 
H. R. 3590 by Mr. Friedel on February 3, 1955; and H. R. 3612 by Mr. Rogers 
also on February 3, 1955. 

Each of these identical bills would amend the Railroad Retirement Act of 
1937, as amended, in the following manner : 


1. Full annuities would be payable after 35 years of service regardless of 
age or at age 60 after the completion of 30 years of service. 

2. In determining the average monthly compensation for service before 
1937, the present computation based on the 1924-31 period would be replaced 
by a computation based on 5 calendar years (consecutive or otherwise) of 
highest earnings before 1937. We assume that this is the change intended 
by section 3 of the bills, the wording of which is not clear. 

3.. All employee annuities (as well as joint-and-survivor annuities and sur- 
vivor annuities derived from them) and pensions would be increased by 15 
percent. This would be in addition to other possible increases resulting from 
the application of any of the provisions of the bill. Furthermore, the changes 
in the method of computing the average monthly compensation (items 2 and 
5 in particular) would result in increasing certain survivor insurance bene- 
fits payable under the Railroad Retirement Act. 

4. A minimum would apply in cases of persons with 30 or more years 
of service. This minimum would equal 50 percent of the employee’s aver- 
age monthly compensation for 5 calendar years (consecutive or otherwise) 
of highest earnings during the total period of creditable service. We pre- 
sume that this minimum would apply in addition to the present minima pro- 
vided in section 3 (e) of the act. 

5. The limit on creditable monthly compensation would be raised retro- 
actively to $350. Under present law, the limit is $300 a month per em- 
a on all service before July 1954 with a limit of $350 a month there- 
after. 
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6. The provision in the present law that service after age 65 shall not 
be used in the computation of the monthly average compensation if it 
results in a lower annuity, would be eliminated. 


Except for the 15-percent increase in annuities on the rolls, the effective dates 
of the other changes are not clearly stated. The 15-percent increases would 
become effective the first of the month following the month in which the bill is 
enacted. The Board would be required to recertify all annuities and pensions 
which could be affected by any of the changes specified in the bill. 

The bill is technically defective in section 4 (b) which increases maximum 
pensions from $120 to $138 a month. Under present law (considering the 
transitional provisions for the amendments of 1948 and 1951), the maximum 
pension is $165.60 a month. We presume that another 15-percent increase was 
intended so that the maximum pension would be $190.44 a month. 

Aside from any other consideration the amendments proposed in the bill 
would create administrative difficulties which would be almost insurmountable. 
First, it would be necessary to secure detailed earnings records for service 
before 1937, in order to find the 5 years of highest earnings as adjusted for 
the increased monthly limit on creditable compensation. Second, new com- 
pensation reports would be required for the period January 1937-June 1954 in 
order to credit up to $50 a month of additional earnings which, in the overwhelm- 
ing majority of cases were not previously reported. Third, the Board would 
be required to recertify practically all employee annuities and pensions in force 
on the date of the enactment of the bill. Rectification would also be required 
for large numbers of spouses, joint-and-survivor, and survivor insurance annui- 
ties. All this would impose enormous burdens not only upon the Board but also 
upon employers who would be required to search their payroll records for many 
years back and to submit new reports based on the additional information de- 
veloped. Of course, in a large number of cases, old payroll records may no 
longer be available. 

There are a number of other important reasons why the Board believes that 
this bill should not be enacted. The very substantial additional cost is, of course, 
the most important one, particularly since the bill makes no provision for addi- 
tional revenues. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month per employee. The latest actuarial estimates made in connection with the 
1954 amendments to the Railroad Retirement Act show that the level cost of 
benefits under the act is 13.43 percent of payroll, indicating a present deficiency 
of $51 million a year. 

These bills here discussed are very similar to H. R. 5269, which was introduced 
in the House of Representatives by Mr. Cunningham on May 19, 1953, on which 
the Board submitted a report to your Committee under the date of July 14, 
1953. At that time the Board estimated the additional costs at $235 million a 
year on a level basis. The cost for the bills to which this report relates will not 
be substantially different. The enactment of these bills would, therefore, in- 
crease the deficiency from the present $51 million a year to a figure in the neigh- 
borhood of $290 million a year on a level basis. 

In view of the foregoing and particularly because of the extremely large addi- 
tional cost which is not compensated by additional revenues, the Board is com- 
pelled to recommend that no favorable consideration be given these bills. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself also 
recommends against enactment of the proposed legislation. 

Sincerely yours, 


RayMonp J. Ketiy, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PrrIest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

Dear Mr. Priest: This is a report on H. R. 3416 which was introduced in the 
House of Representatives by Mr. Cunningham on February 2, 1955, and which 
was referred to your committee for consideration. 

Except for the effective date, the bill is identical to H. R. 757, introduced also by 
Mr. Cunningham on January 5, 1955. The only difference is that H. R. 757 
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would be effective the first of the month following the month of its enactment, 
whereas H. R. 3416 would be effective retroactively to November 1951. The 
earlier effective date for H. R. 3416 would require a substantial additional 
single outlay but, when costs are considered on a level annual basis, the ad- 
ditional cost for this bill would not be much greater than for the earlier bill. 
Accordingly, for H. R. 3416, we refer to our report on the earlier bill previously 
mentioned. 

For the reasons stated in our report on H.‘R. 757, 84th Congress, the Board 
recommends that no favorable consideration be given to the practically identical 
bill H. R. 3416. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report. 

Sincerely yours, 
RayMonpD J. KELLY, Chairman, 


RAILROAD RETIREMENT BOoOArp, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


DEAR MR. Priest: This is a report on H. R. 856 which was introduced in the 
House of Representatives by Mr. Van Zandt on January 5, 1955, and which was 
referred to your committee for consideration. 

The bill which is identical to H. R. 149, H. R. 239, and H. R. 1738, 83d Congress, 
contains a number of technical defects which would require correction. For 
purposes of this report, we are interpreting the bill as amending the Railroad 
Retirement Act of 1937, as amended, in the following manner : 


1. Full annuities would be payable at age 60 or after the completion of 
35 years of service regardless of age. Under present law, full age annuities 
to men are not available until age 65. Women with 30 years of service may 
retire at age 60 without a reduction in their annuity. However, men with 30 
years of service retiring for reasons other than disability between the ages of 
60 and 65 have their annuities reduced by one one-hundred-and-eightieth for 
each calendar month they are under the age of 65 when their annuity begins 
to accrue. 

2. A new minimum would apply in cases of persons age 60 or with 35 
years of service. The minimum would equal one-half of the average credit- 
able compensation during the 5 years of highest earnings. The new minimum 
would apply in addition to the present minima provided for in section 3 (e) of 
the act. 

8. The age requirement for a spouSe’s annuity would still remain 65 even 
though the normal retirement age for employees would be lowered to 60, but 
the amounts of such annuities might be subject to an increase as a result 
of any of the proposed changes. 

4. The changes would become effective the first of the month following 
the month of enactment of the bill. 


The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month per employee. The latest actuarial estimates made in connection with 
the 1954 amendments to the Railroad Retirement Act show that the level cost of 
benefits under the act is 13.43 percent of taxable payroll, indicating a present 
deficiency of $51 million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 856 
would come to at least $150 million a year on a level basis. This would increase the 
deficiency from $51 million to more than $200 million a year. 

Although there are other important reasons why the Board believes that this 
bill should not be enacted, the fact that it would provide no additional revenue 
to meet the very large increase in the cost of benefits, compels the Board, for that 
reason alone, to recommend that no favorable consideration be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill. 

Sincerely yours, 
Raymond J. KELiy, Chairman, 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 14, 1955. 


Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

My Drar Mr. CHAIRMAN: This is in reply to.your letter of February 4, 1955, 
requesting a report on H. R. 856, a bill to amend the Railroad Retirement Act 
of 1937, as amended, so as to provide full annuities, at compensation of half 
salary or wages based on the 5 highest years of earnings, for individuals who 
have completed 35 years of service or have attained the age of 60. 

The bill would liberalize the railroad retirement program by providing full 
annuities to employees who have completed 35 years of service or have at- 
tained the age of 60. It would also provide for a minimum benefit for such 
individuals, equal to one-half of average creditable compensation during the 5 
years of highest earnings. 

The Chairman of the Railroad Retirement Board advises that enactment of 
this bill would increase greatly the present cost of paying benefits under the 
Railroad Retirement Act. Since the bill makes no provision for the additional 
revenue required to defray this cost, its enactment would leave the railroad re- 
tirement system in an unsound financial condition. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 856. 

Sincerely yours, 
DonaALD R. BELCHER, Assistant Director. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955, 


Hon. J. PERcY PRIEST, 
Chairman, Committee on Interstate and Forcign Commerce, 
House Office Building, Washington, D.C. 

Deak Mr. Priest: This is a report on H. R. 858 which was introduced in the 
louse of Representatives by Mr. Van Zandt on January 5, 1955, and which was 
referred to your committee for consideration. 

The bill, which is identical to H. R. 594 and H. R. 1736, 83d Congress, contains 
a number of technical defects which would require correction. For purposes of 
this report, we are interpreting the bill as amending the Railroad Retirement Act 
of 1937, as amended, in the following manner : 

1. Full annuities would be payable at age 60 or after 30 years of service re- 
gardless of age. Under present law, full age annuities to men are not available 
until age 65. Women with 30 years of service may retire at age 60 without a 
reduction in their annuities. However, men with 30 years of service, retiring for 
reasons other than disability between the ages of 60 and 65, have their annuities 
reduced by 1/180th for each calendar month they are under the age of 65 when 
their annuity begins to accrue. 

2. A new minimum would apply in cases of persons retiring at age 60 after 30 
years of service. This minimum would equal one-half of the creditable monthly 
compensation for 5 consecutive years of highest earnings. The new minimum 
would apply in addition to the present minima provided in section 3 (e) of the 
act. 

3. The provisions of the present act, which are applicable to spouse’s and sur- 
vivor’s annuities would remain unchanged. In particular, the age requirement 
for spouse’s annuities would still remain 65 even though the normal retirement 
age for employees would be lowered to 60. 

4. The changes would become effective the first of the month following the 
month in which 90 days would have elapsed since the enactment of the bill. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month per employee. The latest actuarial estimates made in connection with 
the 1954 amendments to the Railroad Retirement Act show that the level cost 
of benefits under the act is 13.48 percent of taxable payroll, indicating a present 
deficiency of $51 million a year. 
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We estimate that the additional cost of the amendments proposed in H. R. 858 
would come to at least $200 million a year on a level basis. This would increase 
the deficiency from $51 million to more than $250 million a year. 

Although there are other important reasons why the Board believes that this 
bill should not be enacted, the fact that it would provide no addtional revenue 
to meet the very large increase in the cost of benefits compels the Board, for 
that reason alone, to recommend that no favorable consideration be given to the 
bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and concurs in recommending against enactment of this 
bill. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


YXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of February 5, 1955, 
requesting a report on H. R. 859, a bill to provide for a 25 percent increase in the 
annuities and pensions payable to railroad employees and to their survivors. 

The proposed measure would provide for a 25 percent increase in the annuities 
and pensions payable to railroad employees and their survivors. The Chairman 
of the Railroad Retirement Board advises that this proposed measure would in- 
crease greatly the benefit disbursements under the program. Since no corre- 
sponding increase in revenues would be provided, the existing actuarial deficiency 
in the fund also would be substantially increased. 

In the circumstances, the Bureau of the Budget recommends against enactment 
of the proposed bill. 

Sincerely yours, 
DonaALp R. BELCHER, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 
DEAR Mr. Priest: This is a report on H. R. 859 which was introduced in the 


House of Representatives by Mr. Van Zandt on January 5, 1955, and which was 
referred to your Committee for consideration. 

The stated purpose of the bill is to provide for a 25 percent increase in the 
annuities and pensions payable to railroad employees and to their survivors. The 
text of the bill seems to be inconsistent with this statement since the change in 
the retirement annuity formula would result in an increase of only somewhat 
less than 9 percent. Furthermore, the 25-percent increase in the factors used in 
the computation of the basic amount (the unit for survivor insurance benefits 
under the regular railroad retirement formulas) would not result in a 25-percent 
increase in benefits computed under the social security minimum guaranty pro- 
vision. These inconsistencies are presumably technical defects which would re- 
quire correction. 

For purpose of this report, we are interpreting the bill as amending the Rail- 
road Retirement Act of 1937, as amended, in the following manner : 


1. All annuities, whether employee or survivor, would be increased by 25 
percent above the present levels. The same increase would also apply to 
insurance lump sums payable under the Railroad Retirement Act. 

2. The increase would become effective the first of the month following the 
month of enactment of the bill. 

3. The Board would be required to recertify without application all bene- 
fits in force on the date of enactment of the bill. 
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The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in connec- 
tion with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the Act is 13.43 percent of taxable payroll, indicating 
a present deficiency of 0.93 percent of payroll, or approximately $51 million 
a year. 

We estimate that the additional cost of the amendments proposed in H. R. 859, 
as we understand them, would come to more than 3.7 percent of payroll, or $200 
million a year on a level basis. This amount, wheu considered in addition to 
the present deficiency of 0.93 percent or $51 million a year, would result in a total 
deficiency of at least 4.6 percent of payroll, or approximately $250 million a year. 
Of course, for the bill as written, the additional cost would be lower, but as stated 
earlier, the intent of the bill was probably to provide a flat 25-percent increase in 
benefits above the present levels. 

There are a number of reasons why the Board believes that the bill should not 
be enacted. The very large additional cost resulting in an increased deficiency is, 
of course, the most important one, particularly since the bill makes no provision 
for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable consideration 
be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill. 

Sincerely yours, 
RayMonp J. KEtty, Chairman. 


RAILROAD RETIREMENT BOArp, 
Chicago, 1U., June 14, 1935. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Deak Mr. Priest: In accordance with your request of February 5, 1955, the 
Railroad Retirement Board submits below its report on the bill, H. R. 861, which 
was introduced by Mr. Van Zandt on January 5, 1955, and referred to your 
committee for consideration. 

Prior to a discussion of the bill itself it is pertinent to state that, due to 
technological changes and other factors, unemployment insurance benefit pay- 
ments under the Railroad Unemployment Insurance Act, as well as under some 
State unemployment systems, have been, and are, abnormally high. During 
the calendar year of 1954, the total benefits for unemployment paid under the 
Railroad Unemployment Insurance Act were approximately $157 million; and 
present indications are that current unemployment benefits under the Railroad 
Unemployment Insurance Act will average between $15 million and $20 million 
amonth. Unemployed railroad workers in certain distressed areas have already 
exhausted their rights to unemployment benefits for the benefit year ending June 
30, 1955. 

In order to provide relief to railroad workers who have exhausted their rights 
to benefits under the Railroad Unemployment Insurance Act for such benefit 
year in such areas the bill, H. R. 861, here under consideration would, after 
identifying the particular areas, require the Railroad Retirement Board to 
award benefits, for days of unemployment after the enactment of the bill, to 
such employees in such areas under the same conditions as though such em- 
ployees had not exhausted their rights to such benefits in such year. The cost 
of all such benefits, as well as the costs of administration, would be paid from 
appropriations made from the general funds of the Treasury of the United 
States. Accordingly, the bill, if enacted, would have no effect on the railroad 
unemployment insurance account and its administration would not be difficult 
for the Board. 

The problem with which the bill is concerned is, as stated above, not limited 
to the railroad industry. See, for example, the bill, H. R. 214, 84th Congress, 1st 
session, which was introduced on January 5, 1955, by Mr. Wier and referred to 
the Committee on Ways and Means. This bill would provide supplementary 
payments in addition to the benefit payments to which unemployed workers 
are entitled under the unemployment compensation laws of the States in certain 
areas. In view of the fact that the problem is clearly national in scope and is 
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of even greater concern to other Federal and State agencies (since railroad 
workers constitute only a small percentage of the total number of workers 
affected thereby), the Board deems it inappropriate to express any views con- 
cerning the method of dealing with it. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and recommends against enactment of the bill. 

Sincerely yours, 
RAYMOND J. Ketty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of February 5, 1955, 
requesting a report on H. R. 861, a bill “To provide temporary unemployment 
benefits to certain individuals who have, or will have, exhausted their rights to 
benefits for days of unemployment under the Railroad Unemployment Insurance 
Act in the year ending June 30, 1955.” 

The proposed bill would provide for continued payment of unemployment 
insurance benefits to railroad workers who exhausted their benefit rights under 
the present Railroad Unemployment Insurance Act. The provision of these 
temporary additional benefits would be limited to areas certified as having a 
substantial labor surplus. The cost would be defrayed from the general revenues 
of the United States rather than the special Railroad Unemployment Insurance 
Fund. 

To the extent that long-term unemployment may give rise to a need for supple- 
mentation of existing unemployment insurance benefits, it should be dealt with 
on a comprehensive nationwide basis. It would be inappropriate to provide 
special supplementation for railroad employees apart from employees of other 
industries. 

In the circumstances, the Bureau recommends against enactment of the bill. 

Sincerely yours, 
DonatD R. BetcHer, Assistant Director. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, June 22, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 


Dear Mr. CHAIRMAN: This letter is in response to your request of February 5, 
1955, for a report on H. R. 861, a bill “To provide temporary unemployment 
benefits to certain individuals who have, or will have, exhausted their rights to 
benefits for days of unemployment under the Railroad Unemployment Insurance 
Act in the year ending June 30, 1955.” 

The bill would provide an extension of unemployment benefits under the Rail- 
road Unemployment Insurance Act in those areas certified by the Secretary of 
Labor as areas of very substantial labor surplus where railroad unemployment 
is expected to be very substantial during the last 6 months of the year ending 
June 30, 1955. Individuals in such areas who exhaust their benefit rights but 
are otherwise eligible under the Railroad Unemployment Insurance Act will be 
awarded benefits for days of unemployment subsequent to the enactment of the 
proposed bill and in the year ending June 30, 1955. These extended benefits and 
the administrative costs thereof would be financed from an appropriation of $10 
million from the general funds of the United States Treasury. 

While we are not expressing an opinion as to whether an extension in the 
duration of unemployment benefits for railroad workers is desirable, we would 
seriously question the method proposed by H. R. 861. Because duration would 
be extended in only certain areas, H. R. 861 would result in unequal treatment 
under a national social insurance program of workers in like circumstances but 
in different areas of the country (the bill is not clear, incidentally, on whether 
residence, location of last railroad employment or some other factor is to be used 
in determining that an individual is “in a certified area”). 
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Furthermore, we would question the financing method which H. R. 861 pro- 
poses. Under existing law, the contribution rate paid by employers under the 
Railroad Unemployment Insurance Act is established on a sliding scale, ranging 
from 0.5 to 8 percent, depending upon the balance standing to the credit of the 
railroad unemployment insurance account at the close of business on September 
30 of the preceding year. For each calendar year beginning with 1948, the con- 
tribution rate—covering sickness and maternity as well as unemployment bene- 
fits—has been 0.5 percent of taxable payroll. This flexibility in the Railroad 
Unemployment Insurance Act was presumably intended to cover situations which 
would cause a heavier than normal drain on the unemployment insurance account. 
It is not clear why it is not proposed to use this flexibility in the present instance. 
In any event, it has always been the intent that the railroad unemployment insur- 
ance system should be self-sustaining. This bill represents a sharp departure 
from that long-standing and important principle. 

We would therefore recommend that the bill not be enacted by the Congress. 

The Bureau of the Budget advises that it perceives no objection to the submis- 
sion of this report to your committee and that it recommends against enactment 
of the bill. 

Sincerely yours, 
OveTA CuLp-Hopsy, Secretary. 


UNITED STATES DEPARTMENT OF LABOR, 
Washington, April 22, 1955, 
Hon. J. PERcy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Priest: This is in further reply to your request for my 
comments on H. R. 861, a bill to provide temporary unemployment benefits to 
certain individuals who have, or will have, exhausted their rights to benefits for 
days of unemployment under the Railroad Unemployment Insurance Act in the 
year ending June 30, 1955. 

This bill would require the Secretary of Labor to certify to the Railroad Retire- 
ment Board the areas of very substantial labor surplus in which he has reason 
to believe railroad unemployment will be very substantial during the last 6 
months of the fiscal year ending June 30, 1955. This certification is to be made 
30 days after the bill is passed after consultation with the Railroad Retirement 
Board. The Railroad Retirement Board would then be required for the remain- 
der of the fiscal year to award benefits to railroad workers in such areas who 
had exhausted or would exhaust their regular unemployment benefits under the 
Railroad Unemployment Insurance Act. The benefits and any necessary admin- 
istrative expenses would be paid from a special Federal grant of $10 million 
which the bill authorizes. 

In my opinion, the bill would not solve the problem of unemployment and might 
possibly aggravate it by discouraging employees from moving from a certified 
area to locations where job opportunities are greater. In addition, supplemen- 
tary benefits would go only to railroad workers and not to other groups of unem- 
ployed workers, even in certified areas, whose needs might be as great. Even 
among railroad workers, the benefits would go only to those whose unemployment 
occurs in certified areas, and not to railroad workers unemployed elsewhere. I 
would be unable to support a bill which deals with unemployment on so restricted 
a basis. 

The Bureau of the Budget advises that it has no objection to the submissior 
of this report. : 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 


Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 
My Dear Mr. CHAIRMAN: This is in reply to your letters of February 5, 1955, 
and April 22, 1955, requesting reports on H. R. 2443, a bill to amend the Railroad 
Retirement Act of 1937 to permit an annuitant to receive his annuity even though 
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he renders compensated service for the outside employer by whom he was last 
employed before his annuity began to accrue, and H. R. 5702, a bill to amend the 
Railroad Retirement Act of 1937 to permit certain employed persons to be paid 
annuities under such act. 

The chairman of the Railroad Retirement Board advises that the program is 
currently operating under an actuarial deficit of approximately $51 million a 
year and that enactment of the proposed measure would increase the deficiency. 
He also advises that the proposed measure would discriminate against career 
railroad employees in favor of those who leave railroad employment to work 
elsewhere. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 2443 and H. R. 5702. 

Sincerely yours, 
DonaLp R. BELCHER, 
Assistant Director. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Deak Mr. Priest: This is a report on H. R. 2443 which was introduced by Mr. 
Van Zandt on January 17, 1955, and which was referred to your committee for 
consideration, 

This bill is identical to H. R. 7843, which was introduced by Mr. Bennett on 
February 16, 1954, on which the Board submitted a report to your committee 
under the date of March 3, 1954. In that report we discussed the provisions of 
the bill as follows: 

“The bill would amend subsection (a) of section 2 of the Railroad Retirement 
Act of 1937, as amended, to eliminate the present requirement of cessation of 
service for a person, other than an ‘employer’ covered by the act, as a condition 
of eligibility for an annuity. The bill would also amend subsection (b) of section 
2 to eliminate the present requirement of relinquishment of rights to return to 
the service of a person other than an ‘employer’ as a condition for receipt of an 
annuity; and, finally, the bill would amend subsection (d) of section 2 to elimi- 
nate the restriction on an annuitant with regard to working for the person, other 
than an ‘employer,’ by whom the annuitant was last employed prior to the 
beginning date of his annuity. 

“The amendment proposed by the bill would restore the provisions as they 
were in effect in the Railroad Retirement Act of 1935, insofar as working for a 
person other than an employer is concerned. During the hearings in 1937 on the 
bill to amend the Railroad Retirement Act of 1935, it was stated by a witness 
for the Association of American Railroads and the standard railway labor unions 
that the provisions in the 1935 act in this respect discriminated against career 
railroad workers who stayed in the railroad industry all their lives, and favored 
those railroad workers who left the railroad industry before retirement age and 
engaged in other employment (hearings before the House Committee on Inter- 
state and Foreign Commerce, 75th Cong., on H. R. 6956, pp. 74-75; hearings before 
the Senate Committee on Interstate Commerce, 75th Cong., on S. 2395, p. 53). 
The latter, upon attaining age 65, could receive their annuities under the Rail- 
road Retirement Act in addition to their salaries for services for a nonemployer, 
while the career workers, upon attaining retirement age, had only the annuities 
to rely upon. The purpose of the provisions, which the bill would eliminate, 
was to avoid the discrimination above referred to. Congress then apparently 
accepted the views in support of these provisions and has continued them in 
effect ever since although amending the act in other respects on many occasions.” 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of payroll with a limit of $350 a month per 
employee. The latest actuarial estimates made in connection with the recent 
1954 amendments to the Railroad Retirement Act show that the level cost of 
benefits under the act is 13.43 percent of payroll, indicating a present deficiency 
of about $51 million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 
2443 would not be substantially different from the $8.5 million-a-year figure 
quoted in our report on H. R. 7843, 83d Congress. Thus the enactment of the 
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bill would increase the deficiency from $51 million to about $60 million a year 
on a level basis. 

In view of the foregoing, and particularly because the bill does not provide 
for additional revenues to meet the additional costs, the Board is compelled to 
recommend that no favorable consideration be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and concurs in recommending against enactment of 
this bill. 

Sincerely yours, 
RayMonp J. Ketty, Chairman. 


RAILROAD RETIREMENT BoOArp, 
Chicago, Ill., January 16, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Dear Mr. Priest: This is a report on H. R. 7982, which was introduced in 
the House of Representatives by Mr. Van Zandt on January 3, 1956, and which 
was referred to your committee for consideration. 

The bill would amend section 2 (e) of the Railroad Retirement Act of 1937, 
as amended, to eliminate the present provision in the Railroad Retirement Act 
under which a spouse’s annuity is reduced by the amount of any other annuity 
under the Railroad Retirement Act, or the monthly benefit under the Social 
Security Act (other than a wife’s or husband’s benefit), to which the spouse is 
entitled. The provisions of the amendments would be effective with respect to 
spouse’s annuities beginning to accrue on and after the date of enactment of 
the bill. 

The Board is opposed to the enactment of the bill for the following reasons: 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.17 percent of payroll, or $9 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 

8. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 1.80 percent of payroll, or $95 million a year. 


The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have been 
set for January 24, 1956, this report is submitted without prior clearance with 
the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
Raymonp J. Ketty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington D. C., January 25, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of January 5, 1956, 
requesting a report on H. R. 7982, a bill to amend the Railroad Retirement Act 
of 1937, as amended, so as to eliminate certain deductions from a spouse’s annuity. 

H. R. 7982 would amend subsection 2 (e) of the Railroad Retirement Act by 
removing the existing provision which requires that a spouse’s annuity be reduced 
by the amount of any other annuity under the Railroad Retirement Act or monthly 
benefit under the Social Security Act, other than a wife’s or husband’s benefit, 
to which the spouse may be entitled. It would have the effect of permitting 
spouses to receive benefits simultaneously under the Railroad Retirement Act 
and the Social Security Act without any offsetting reduction. 
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H. R. 7982 would bring about an increase in the annual cost of benefits under 
the railroad retirement program without any provision for increasing its rev- 
enues. The recently completed actuarial evaluation of the finances of the railroad 
retirement program indicates that it is presently operating at an actuarial defi- 
ciency of aproximately $86 million a year. Unless corrective measures are taken, 
the program will eventually deplete its reserves and be unable to meet its annual 
obligations. The report states, in part, as follows: 

“For the first time since the establishment of the railroad retirement system, 
the obligations on account of new members have exceeded the scheduled taxes 
payable to the railroad retirement system. * * * The difference between the 
14.13 percent needed to finance the liabilities of the Railroad Retirement Act 
and the 12.5 percent currently collected is $86,390,000 a year, which indicates that 
an increase in the revenues is needed, if the system is to be maintained on a sound 
reserve basis. At the present time the current disbursements for benefits amount 
to approximately 97.5 percent of the taxes currently collected, and the time when 
disbursements will exceed taxes at the current rate of 12.5 percent is imminent.” 

In addition, the revision of subsection 2 (e) would represent another depar- 
ture from the 1951 action toward coordination of the railroad retirement system 
and the old-age and survivors insurance system, which was one of the purposes 
of the 1951 amendments to the Railroad Retirement Act. 

For the aforementioned reasons, the Bureau of the Budget recommends against 
enactment of the bill. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


IXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., January 25, 1956. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letters of January 5 and 
January 12, 1956, requesting reports on the following bills: 

H. R. 7983: To amend the Railroad Retirement Act of 1937 so as to pro- 
vide a 25 per centum increase in widows’ annuities. 

H. R. 7984: To provide for a 25 per centum increase in the annuities and 
pensions payable to railroad employees and their survivors. 

H. R. 7985: To amend the Railroad Retirement Act of 1937 so as to 
provide a 20 per centum increase in widows’ annuities. 

H. R. 7986: To provide for a 20 per centum increase in the annuities and 
pensions payable to railroad employees and their survivors. 

H. R. 7987: To amend the Railroad Retirement Act of 1937 so as to pro- 
vide a 15 per centum increase in widows’ annuities. 

H. R. 7988: To provide for a 15 per centum increase in the annuities and 
pensions payable to railroad employees and their survivors. 

H. R. 7989: Too amend the Railroad Retirement Act of 1937 so as to pro- 
vide a 10 per centum increase in widows’ annuities. 

H. R. 7990: To provide for a 10 per centum increase in the annuities and 
pensions payable to railroad employees and their survivors. 

H. R. 8231: To provide for a 15 per centum increase in the annuities and 
pensions payable to railroad employees and their survivors. 

These bills would bring about increases of varying degrees—ranging from 10 
to 25 percent—in some or all of the benefits available under the railroad retire- 
ment program. As a result, the annual cost of benefits under the program would 
be increased considerably. However, the bills make no provision for increasing 
the revenues of the program. 

The Railroad Retirement Board advises that the least costly of these bills, 
H. R. 7990, would increase the cost of the system by $17 million a year. The 
other bills would raise costs by amounts ranging from $25 million to $200 million 
a year. 

The recently completed actuarial evaluation of the finances of the railroad 
retirement program indicates that it is presently operating at an actuarial de- 
ficiency of approximately $86 million a year. Unless corrective measures are 
taken, the program will éventually deplete its reserves and be unable to meet its 
annual obligations. The report states, in part, as follows: 
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“For the first time, since the establishment of the Railroad Retirement System, 
the obligations on account of new members have exceeded the scheduled taxes 
payable to the Railroad Retirement System. * * * The difference between the 
14.13 percent needed to finance the liabilities of the Railroad Retirement Act and 
the 12.5 percent currently collected is $86,390,000 a year, which indicates that 
an increase in the revenues is needed, if the system is to be maintained on a 
sound reserve basis. At the present time the current disbursements for benefits 
amount to approximately 97.5 percent of the taxes currently collected, and the 
time when disbursements will exceed taxes at the current rate of 12.5 percent is 
imminent.” 

Inasmuch as enactment of any of these bills would further aggravate the fi- 
nancial deficiency of the railroad retirement program, the Bureau of the Budget 
recommends against their enactment. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 17, 1956. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

Dear Mr. Priest: This is a report on H. R. 7983 which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase widows’ insurance annunities under the Railroad 
Retirement Act of 1937, as amended, by 25 percent. The bill would not in- 
crease dependent widowers’ annuities. The amendments would be effective with 
respect to widows’ insurance annuities for months following the month of enact- 
ment of the bill. All recertifications required by the bill would have to be made 
by the Board without application therefor. 

The Board is opposed to the enactment of the bill for following reasons: 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.77 percent of payroll, or about $41 million a year ; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 2.40 percent of payroll or approximately $127 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as soon as they are received. 

Sincerely yours, 

RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 17, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


DEAR Mr. Priest: This is a report on H. R. 7984 which was introduced in 
the House of Representatives by Mr. Van Zandt on January 3, 1956, and which 
was referred to your committee for consideration. 

The bill would increase all retirement and survivor annuities by 25 percent. 
The bill would not increase (i) a minimum annuity which, under section 3 (e) of 
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the Railroad Retirement Act, is equal to the employee’s “monthly compensation”, 
(ii) a spouse’s annuity which is now $54.30, (iii) a spouse’s annuity by as much 
as 25 percent if such annuity is now over $43.44, (iv) a survivor annuity which, 
after the enactment of the bill, would be payable under the social security mini- 
mum, and (vy) a survivor annuity by as much as 25 percent if such annuity is 
now payable under the social security minimum even though after the enactment 
of the bill such annuity would be payable under the regular formula. The amend: 
ments would be effective with respect to annuities, covered by the bill, a¢cruing 
for months following the month of enactment of the bill. All recertifications re- 
quired by the bill would have to be made by the Board without application 
therefor. 
The Board is opposed to the enactment of the bill for the following reasons: 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 3.76 percent of payroll, or about $200 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable pay- 
roll. Since the actual tax rate is only 12.50 percent, the present benefit 
structure already involves an actuarial deficiency of 1.63 percent of payroll 
which is equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 5.39 percent of payroll or about $286 million on a level basis. 
This would bring about a situation where the balance in the railroad retire- 
ment account would begin to decrease almost immediately because the total 
benefit disbursements would exceed the tax collections plus the interest 
earned by the account. 


The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as soon as they are received. 

Sincerely yours, 
RAYMOND J. KEtty, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, IUl., January 17, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on H. R. 7985 which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase widows’ insurance annuities under the Railroad Re- 
tirement Act of 1937, as amended, by 20 percent. The bill would not increase 
dependent widowers’ annuities. The amendments would be effective with re- 
spect to widows’ insurance annuities for months following the month of enact- 
ment of the bill. All recertifications required by the bill would have to be made 
by the Board without application therefor. 

The Board is opposed to the enactment of the bill for the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.62 percent of payroll, or about $33 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail; 

8. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable pay- 
roll. Since the actual tax rate is only 12.50 percent, the present benefit 
structure already involves an actuarial deficiency of 1.63 percent of payroll 
which is equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 2.25 percent of payroll or approximately $119 million a year. 
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i = at accordingly, recommends that no favorable consideration be given 
© this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as soon as they are received. 


Sincerely yours, 
RayMOND J. KEtty, Chairman. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., January 16, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Deak Mr. Priest: This is a report on H. R. 7986 which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase all retirement and survivor annuities by 20 percent. 
The bill would not increase (i) a minimum annuity which, under section 8 (e) 
of the Railroad Retirement Act, is equal to the employee’s “monthly compensa- 
tion,” (ii) a spouse’s annuity which is now $54.30, (iii) a spouse’s annuity by 
as much as 20 percent if such annuity is now over $45.25, (iv) a survivor annuity 
which, after the enactment of the bill, would be payable under the social-security 
minimum, and (v) a survivor annuity by as much as 20 percent if such annuity 
is now payable under the social-security minimum even though after the enact- 
ment of the bill such annuity would be payable under the regular formula. 
The amendments would be effective with respect to annuities, covered by the 
bill, accruing for months following the month of enactment of the bill. All 
recertifications required by the bill would have to be made by the Board without 
application therefor. 

The Board is opposed to the enactment of the bill for the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 3 percent of payroll, or $160 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail; 

8. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 4.63 percent of payroll or $246 million on a level basis. This 
would bring about a situation where the balance in the railroad retirement 
account would begin to decrease almost immediately because the total benefit 
disbursements would exceed the tax collections plus the interest earned by 


the account. 
The Board, accordingly, recommends that no favorable consideration be given 


to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 


Sincerely yours, 
RayMonpD J. Ketry, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, IUl., January 16, 1956. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 
Dear Mr. Priest: This is a report on H. R. 7987, which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 


referred to your committee for consideration. 
The bill would increase widows’ insurance annuities under the Railroad 


Retirement Act of 1937, as amended, by 15 percent. The bill would not increase 
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dependent widowers’ annuities. The amendments would be effective with respect 
to widows’ insurance annuities for months following the month cf enactment of 
the bill. All recertifications required by the bill would have to be made by the 
Board without application therefor. 


The Board is opposed to the enactment of the bill for the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.47 percent of payroll, or about $25 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 

38. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll, which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 2.10 percent of payroll or approximately $110 million a year. 


The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to 
the Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
RAYMOND J. KELLy, Chairman, 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 17, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate nad Foreign Commerce, 
House Office Building, Washington 25, D.C. 


Dear Mr. Priest: This is a report on H. R. 7988, which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase all retirement and survivor annuities by 15 percent. 
The bill would not increase (i) a minimum annuity which, under section 3 (e) 
of the Railroad Retirement Act, is equal to the employee’s monthly compensa- 
tion, (ii) a spouse’s annuity which is now $54.30, (iii) a spouse’s annuity by as 
much as 15 percent if such annuity is now over $47.22, (iv) a survivor annuity 
which, after the enactment of the bill, would be payable under the social security 
minimum, and (v) a survivor annuity by as much as 15 percent if such annuity 
is now payable under the social security minimum even though after the en- 
actment of the bill such annuity would be payable under the regular formula. 
The amendments would be effective with respect to annuities, covered by the 
bill, accruing for months following the month of enactment of the bill. All 
recertifications required by the bill would have to be made by the Board without 
application therefor. 

The Board is opposed to the enactment of the bill for the following reasons: 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 2.25 percent of payroll, or about $120 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 

8. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 3.88 percent of payroll or about $206 million on a level basis. 
This would bring about a situation where the balance in the railroad retire- 
ment account would begin to decrease in the very near future because the 
total benefit disbursements would exceed the tax collections plus the in- 
terest earned by the account. 
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The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to 
the Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
RAYMOND J. Keiry, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 17, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Dear Mr. Priest: This is a report on H. R. 7989, which was introduced in the 
House of Representatives by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase widows’ insurance annuities under the Railroad Re- 
tirement Act of 1937, as amended, by 10 percent. The bill would not increase 
dependent widowers’ annuities. The amendments would be effective with re- 
spect to widows’ insurance annuities for months following the month of enact- 
ment of the bill. All recertifications required by the bill would have to be made 
by the Board without application therefor. 

The Board is opposed to the enactment of the bill for the following reasons : 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.32 percent of payroll, or about $17 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 1.95 percent of payroll or approximately $103 million a year. 


The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have been 
set for January 24, 1956, this report is submitted without prior clearance with 
the Bureau of the Budget. A copy of the report is being forwarded to the Bureau 
of the Budget today and you will be informed of the views of that Bureau as 
soon as they are received. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, 1Ul., January 17, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


DEAR Mr. Priest: This is a report on H. R. 7990 which was introduced in the 
House of Representative by Mr. Van Zandt on January 3, 1956, and which was 
referred to your committee for consideration. 

The bill would increase all retirement and survivor annuities by 10 percent. 
The bill would not increase (i) a minimum annuity which, under section 3 (e) of 
the Railroad Retirement Act, is equal to the employee’s monthly compensation, 
(ii) a spouse’s annuity which is now $54.30, (iii) a spouse’s annuity by as much as 
10 percent if such annuity is now over $49.36, (iv) a survivor annuity which, 
after the enactment of the bill, would be payable under the social-security mini- 
mum, and (v) a survivor annuity by as much as 10 percent if such annuity is 
now payable under the social-security minimum even though after the enactment 
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of the bill such annuity would be payable under the regular formula. The 
amendments would be effective with respect to annuities, covered by the bill, 
accruing for months following the month of enactment of the bill. All recertifi- 
cations required by the bill would have to be made by the Board without applica- 
tion therefor. 

The Board is opposed to the enactment of the bill for the following reasons : 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 1.57 percent of payroll, or $83 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 3.20 percent of payroll or $169 million on a level basis. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as soon as they are received. 

Sincerely yours, 

RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Iil., June 14, 1955. 
Hon. J. PERcY PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on H. R. 2026 which was introduced in the 
House of Representatives by Mr. O’Konski on January 11, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, by 
eliminating paragraph 2 of section 5 (g) of the act retroactively to July 31, 1946. 
The effect of such an amendment would be as follows: 


1. The restriction that an individual may receive no more than one survivor 
annuity under the Railroad Retirement Act, would be repealed. At present, 
only one such annuity (the largest) is payable. 

2. The present restriction in section 5 (g) (2), requiring the reduction of 
survivor annuities by the amount of certain insurance benefits under the 
Social Security Act, would be repealed. 

3. The restoration of reductions in railroad retirement survivor benefits 
in.accordance with changes 1 and 2 above would be retroactive to January 1, 
1947, the date on which survivor insurance benefits first became payable 
under the Railroad Retirement Act. 


Specifically, the bill would permit survivors to receive retroactively from 
January 1, 1947, full benefits under the Railroad Retirement Act even though 
they may simultaneously be entitled to other survivor annuities under the Rail- 
road Retirement Act or to certain insurance benefits under the Social Security 
Act. At present, multiple survivor insurance annuities are not payable under 
the Railroad Retirement Act, and railroad retirement survivor benefits are 
reduced by the amounts of specified social security benefits. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month per employee. The latest actuarial estimates made in connection with the 
1954 amendments to the Railroad Retirement Act show that the level cost of 
benefits under the act is 13.43 percent of payroll, indicating a present deficiency 
of about $51 million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 2026 
would come to approximately $14 million a year on a level basis. This would 
increase the deficiency from $51 million to $65 million a year. 
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Although there are other important reasons why the Board believes that this 
bill should not be enacted, the fact that it would provide no additional revenue 
to meet the substantial increase in the cost of benefits, compels the Board, for 
that reason alone, to recommend that no favorable consideration be given to 
the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report. 

Sincerely yours, 
Raymonp J. Keiiy, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. Priest: This is a report on H. R. 4301 which was introduced in the 
House of Representatives by Mr. O’Konski on February 23, 1955, and which was 
referred to your committee for consideration. 

Except for minor differences in language, this bill is identical to H. R. 3401 
which was introduced in the House by Mr. Boyle on February 2, 1955. Accord- 
ingly, for H. R. 4801, we refer to our report on the earlier bill previously men- 
tioned. 

For the reasons stated in our report on H. R. 3401, the Board recommends that 
no favorable consideration be given to the practically identical bill, H. R. 4301. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill.. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. Priest: This is a report on H. R. 3401 which was introduced in the 
House of Representatives by Mr. Boyle on February 2, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in the 
following manner : 


1. Spouse’s annuities would become payable at age 60 instead of the present 
age 65. 

2. The monthly compensation would be based on 5 calendar years (con- 
secutive or otherwise) of highest earnings during the employee’s whole 
working lifetime. At present, the monthly compensation is based on total 
creditable earnings during the whole period of the employee’s railroad 
service with special provisions made for the computation of earnings before 
1937 according to the base period 1924-31. 

3. The limit on all creditable monthly compensation would retroactively 
be raised to $350. Under present law, the limit is $300 a month per employee 
in service before July 1954, and $350 a month thereafter. 

4. The formula for computing the “basic amount” which enters in the 
calculation of survivor insurance benefits would be revised so as to result in 
increasing such “basic amount” by a minimum of 25 percent to a maximum of 
slightly over 32 percent. 


The changes would become effective the first of the month follewing the month 
of enactment of the bill. The Board would be required to recertify, without 
application, all annuities which could be affected by any of the changes specified 
in the bill. 

Apart from any other consideration, the amendments proposed in the bill would 
create administrative difficulties which would be almost insurmountable. First, 
it would be necessary to secure detailed earnings records for service before 1937 
in order to make adjustments for the increased limit on creditable compensation. 
In a large number of cases old payroll records may no longer be available. The 
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possible unavailability of payroll records going many years back was, in fact, 
one of the reasons why the period 1924-31 was selected for the determination of 
average earnings for service before 1937. The proposed amendment would 
recreate all these difficulties. Second, supplementary compensation reports 
would be required for the period January 1937—June 1954 in order to credit up 
to $50 a month of additional compensation which, in the overwhelming majority 
of cases, was not previously reported. Third, the Board would be required to 
go over the compensation records year by year so as to find the 5 years of highest 
earnings. Finally, the Board would have to recertify practically all employee 
annuities in force on the date of the enactment of the bill. All this would im- 
pose enormous burdens not only upon the Board but also upon employers who 
would be required to search their payroll records for many years back and to 
submit new reports based on the additional information developed. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the Act is 13.43 percent of taxable payroll, indicating 
a present deficiency of .93 percent of payroll, or approximately $51 million a 
year. 

We estimate the additional cost of the amendments proposed in H. R. 3401 
would come to as much as 1.8 percent of payroll, or approximately $100 million 
a year on a level basis. This amount, when considered in addition to the present 
deficiency of .93 percent or $51 million a year, would result in a total deficiency of 
about 2.75 percent of payroll, or approximately $150 million a year. 

There are a number of reasons besides the administrative difficulties previously 
referred to why the Board believes that the bill should not be enacted. The large 
additional cost resulting in an increased deficiency is, of course, the most im- 
portant one, particularly since the bill makes no provision for additional revenues 
to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill. 

Sincerely yours, 
RAYMOND J. KEtLy, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letters of February 5, 1955, 
and March 2, 1955, requesting reports on H. R. 3401, a bill “To amend the Rail- 
road Retirement Act of 1937 to reduce from 65 to 60 the age at which the spouse’s 
annuity becomes payable, and to revise the formula used in the computation of 
annuities thereunder” and H. R. 4301, a bill “To amend the Railroad Retirement 
Act of 1937.” 

The bills would make spouse’s annuities payable at age 60; base monthly com- 
pensation, for purposes of benefit computation, on the highest 5 years; raise 
creditable compensation retroactively ; and increase survivors’ benefits. 

The Chairman of the Railroad Retirement Board advises that the proposed 
amendments would raise the costs of the program by $100 million a year, thus 
increasing greatly the actuarial deficiency of the program. Since the bill makes 
no provision for the additional revenue required to defray this cost, enactment 
would leave the railroad retirement system in an unsound financial condition. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 3401 and H. R. 4301. 

Sincerely yours, 
DonaALp R. BEtcHER, Assistant Director. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., January 25, 1956. 
Hon. J. PERcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 

My Dear Mr. CHarrMAN: This is in reply to your letter of January 12, 1956, 
requesting a report on H. R. 8230, a bill, “To amend the Railroad Retirement Act 
of 1937 to provide a new method for determining monthly compensation in com- 
puting annuities, and to eliminate all restrictions upon the right of a spouse to 
receive benefits simultaneously under that act and the Social Security Act.” 

The bill would amend the Railroad Retirement Act by revising the benefit 
formula so as to base annuities upon the 5 years in which earnings are highest, 
rather than on the entire earnings record as at present. It would also revise 
subsection 2 (e) of the act so as to remove the existing provision which requires 
that a spouse’s annuity be reduced by the amount of any monthly benefit under 
the Social Security Act to which the spouse may be entitled. The effect would be 
to permit spouses of railroad employees to receive benefits simultaneously under 
the Railroad Retirement Act and the Social Security Act without reduction of 
either. 

Both the change in the benefit formula and the revision of subsection 2 (e) 
would have the effect of increasing the aggregate cost of benefits under the pro- 
gram. However, no provision is made for increasing revenues to offset this 
added cost. 

The recently completed actuarial evaluation of the finances of the railroad 
retirement program indicates that it is presently operating at an actuarial de- 
ficiency of approximately $86 million a year. Unless corrective measures are 
taken, the program will eventually deplete its reserves and be unable to meet its 
annual obligations. The report states, in part, as follows: 

“For the first time, since the establishment of the Railroad Retirement System, 
the obligations on account of new members have exceeded the scheduled taxes 
payable to the Railroad Retirement System. * * * The difference between the 
14.13 percent needed to finance the liabilities of the Railroad Retirement Act 
and the 12.5 percent currently collected is $86,390,000 a year, which indicates 
that an increase in the revenues is needed, if the System is to be maintained on 
a sound reserve basis. At the present time the current disbursements for bene- 
fits amount to approximately 97.5 percent of the taxes currently collected, and 
the time when disbursements will exceed taxes at the current rate of 12.5 per- 
cent is imminent.” 

In addition, the revision of subsection 2 (e) would represent another departure 
from the 1951 action toward coordination of the railroad retirement system and 
the old-age and survivors insurance system, which was one of the purposes of 
the 1951 amendments to the Railroad Retirement Act. 

For the aforementioned reasons, the Bureau of the Budget recommends against 
enactment of the bill. 


Sincerely yours, 
Percy Rappaport, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 17, 1956. 
Hon. J. PERcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. Priest: This is a report on H. R. 8230 which was introduced in the 
House of Representatives by Mr. Boyle on January 9, 1956, and which was re- 
ferred to your committee for consideration. : 

The bill would amend section 3 (c) of the Railroad Retirement Act of 1937, as 
amended, to base the monthly compensation which determines the amount of an 
employee’s retirement annuity (and, incidentally, that of his wife) on the 5 
calendar years (consecutive or otherwise) of highest earnings during the em- 
ployee’s whole working lifetime up to as much as $350 a month. At present, the 
monthly compensation is based on total creditable earnings during the whole 
period of the employee’s railroad service with special provisions made for the 
computation of earnings before 1937 accoording to the base period 1924-31, with 
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a limit in this computation with respect to months before 1954 which would not 
include compensation in excess of $300 a month. The bill would amend also 
section 2 (e) of the Railroad Retirement Act to eliminate the present provision 
for reducing a spouse’s annuity by the amount of any monthly benefit under the 
Social Security Act for which the spouse is eligible, leaving in effect the provi- 
sion for reducing the spouse’s annuity by the amount of any annuity under the 
Railroad Retirement Act to which the spouse would otherwise be eligible. The 
provisions of the amendments would be effective with respect to annuities accru- 
ing for months after the month in which the bill is enacted and would provide 
for the recertifications necessary by the enactment without application therefor. 

Apart from any other consideration, the amendment to section 3 (c) of the 
Railroad Retirement Act would create administrative difficulties which would be 
almost insurmountable. First, it would be necessary to secure detailed earnings 
records for service before 1937 in order to make adjustments for the increased 
limit on creditable compensation. In a large number of cases old payroll records 
may no longer be available. The possible unavailability of payroll records going 
many years back was, in fact, one of the reasons why the period 1924-31 was 
selected for the determination of average earnings for service before 1937. The 
proposed amendment would recreate all these difficulties. Second, supplementary 
compensation reports would be required for the period January 1937—June 1954 
in order to credit up to $50 a month of additional compensation which, in the 
overwhelming majority of cases, was not previously reported. Third, the board 
would be required to go over the compensation records year by year so as to find 
the 5 years of highest earnings. Finally, the board would have to recertify prac- 
tically all employee annuities in force on the date of the enactment of the bill. 
All this would impose enormous burdens not only upon the board but also upon 
employers who would be required to search their payroll records for many years 
back and to submit new reports based on the additional information developed. 

The board is opposed otherwise to the enactment of the bill for the following 
reasons: 


1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 1.5 percent of payroll, or about $80 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the defi- 
ciency to 3.13 percent of payroll or approximately $166 million a year. 


The board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have been 
set for January 24, 1956, this report is submitted without prior clearance with 
the Bureau of the Budget. A copy of the report is being forwarded to the Bureau 
of the Budget today and you will be informed of the views of that Bureau as 
soon as they are received. 

Sincerely yours, 


RayMOND J. KELty, Chairman. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., January 17, 1956. 
Hon. J. Percy PRIEs?, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on H. R. 8231 which was introduced in the 
House of Representatives by Mr. Boyle on January 9, 1956, and which was 
referred to your committee for consideration. 

The bill would increase all retirement and survivor annuities by 15 percent. 
The bill would not increase (i) a minimum annuity which, under section 3 (e) 
of the Railroad Retirement Act, is equal to the employee’s “monthly compensa- 
tion,” (ii) a spouse’s annuity which is now $54.30, (iii) a spouse’s annuity by 
as much as 15 percent if such annuity is now over $47.22, (iv) a survivor annuity 
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which, after the enactment of the bill, would be payable under the social security 
minimum, and (v) a survivor annuity by as much as 15 percent if such annuity 
is now payable under the social security minimum even though after the enact- 
ment of the bill such annuity would be payable under the regular formula. The 
amendments would be effective with respect to annuities, covered by the bill, 
accruing for months following the month of enactment of the bill. All recertifica- 
a Soar by the bill would have to be made by the Board without application 
erefor. 

The Board is opposed to the enactment of the bill for the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 2.25 percent of payroll, or about $120 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis; 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 3.88 percent of payroll or about $206 million on a level basis. This would 
bring about a situation where the balance in the railroad retirement account 
would begin to decrease in the very near future because the total benefit 
disbursements would exceed the tax collections plus the interest earned by 
the account. 

— ee accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as Soon as they are received. 

Sincerely yours, 

Raymonp J. Ketty, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., March 2, 1956. 
Hon. J. Percy Priest 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on the bill H. R. 8587 which was introduced 
in the House of Representatives on January 18, 1956, by Mr. Boyle and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act to provide that the maxi- 
mum amount of compensation allowable in computing the annuities and other 
benefits provided by the Railroad Retirement Act be determined for the future 
on an annual basis with a maximum of $4,200 instead of on a monthly basis with 
a maximum of $350. The bill would amend the companion Railroad Retirement 
Tax Act to make the tax imposed on covered employers, employees, and employee 
representatives apply to as much compensation as $4,200 in any calendar year 
after 1956, instead of to only as much as, at present, $350 in a calendar month. 

The effect of the amendment would be to provide increases in the benefits other- 
wise provided by the Railroad Retirement Act in certain cases where the em- 
ployee’s compensation would exceed $350 in a month after 1956 and the average 
monthly compensation on which an annuity would be based, or the total com- 
pensation to be used in computing the residual lump-sum benefit under section 
5 (f) (2), or the average monthly remuneration used in computing other benefits 
to survivors, would be increased by changing the maximum allowable compensa- 
tion earned after 1956 from $350 in any month to $4,200 in any year. 

The amendment would accordingly result in some additional costs to the retire- 
ment system which the amendment would finance by raising the maximum taxa- 
ble compensation under the railroad retirement tax provisions of the Internal 
Revenue Code from $350 a month to $4,200 a year. Apart from the possibility that 
the parties directly concerned and covered by the system, the railroad workers 
and their employers, would oppose an increase in the taxes imposed on them, the 
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amendment would require a change in the established record-keeping procedures 
of the Board. Further, the amendment might be objectionable to employers 
because of its requiring either the establishment of an extensive control system 
to prevent excess tax payments and employee tax withholding, or the necessity 
of obtaining refunds of tax overpayments. In the latter case, a like burden might 
be placed on the employees themselves, and the Internal Revenue Service would 
have added functions in connection with refund claims by the parties concerned. 

The Board, therefore, does not recommend favorable consideration of this bill. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
RayMonpD J. KEetry, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Iil., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


Dear Mr. Priest: This is a report on H. R. 3607, which was introduced in 
the House of Representatives by Mr. O’Brien on February 3, 1955, and which was 
referred to your committee for consideration. 

The bill, which is identical to H. R. 528 (also introduced by Mr. O’Brien) and to 
several other bills introduced in the House in 1953, contains a number of technical 
defects which would require correction. This is particularly true with respect 
to the proposed amendment to section 3 (a) of the act which reads as follows: 

“The annuity shall be computed by multiplying an individual’s ‘years of service’ 
by 50 per centum of his ‘monthly compensation’.”’ 

If this provision were to be taken literally, annuities computed under such an 
amendment could now come to over $4,500 a month, which obviously was not 
intended. 

For purposes of this report, we are interpreting the bill, H. R. 3607, as amending 
the Railroad Retirement Act of 1937, as amended, in the following manner: 


1. Full annuities would be payable after the completion of 30 years of 
service, regardless of age; otherwise, the normal retirement age would still 
remain 65. Under present law, retirement for reasons other than disability 
is in no case permitted before the attainment of age 60. Women with 30 years 
of service may retire at age 60 without a reduction in their annuities. How- 
ever, men with 30 years of service retiring on a nondisability annuity between 
the ages of 60 and 65 have their annuities reduced by one one-hundred- 
eighteen for each calendar month they are under the age of 65 when their 
annuity begins to accrue. 

2. A new minimum would apply in cases of persons retiring after the com- 
pletion of 30 years of service. This minimum would equal one-half of the 
creditable monthly compensation for the 60 consecutive months of highest 
earnings. The new minimum would apply, in addition, to the present minima 
provided in section 3 (e) of the act. 

8. The changes would become effective the first of the month following 
the month of enactment of the bill. All changes would be applicable to new 
awards as well as to annuitants on the rolls. 


The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 percent of taxable payroll, indicating 
a present deficiency of .93 percent of payroll, or approximately $51 million a year. 
We estimate the additional cost of the amendments proposed in H. R. 3607, as 
we understand them, would come to considerably more than 3.7 percent of pay- 
roll, or $200 million a year on a level basis. This amount, when considered in 
addition to the present deficiency of .93 precent or $51 million a year, would re- 
sult in a total deficiency of at least 4.6 percent of payroll, or approximately $250 
million a year. 

There are a number of reasons why the Board believes that the bill should not 
be enacted. The very large additional cost resulting in an increased deficiency is, 
of course, the most important one, particularly since the bill makes no provision 
for additional revenues to meet this additional cost. 
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In view of the foregoing, the Board recommends that no favorable consideration 
be given to the bill. 
The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and concurs in recomending against enactment of this bill. 
Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD 
Chicago, Ill., June 14, 1955. 
Hon. J. PErRcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


DEAR Mr. Priest: This is a report on H. R. 3719 which was introduced in the 
House of Representatives by Mr. Winstead on February 7, 1955, and which was 
referred to your committee for consideration. 

This bill is identical to H. R. 738 which was introduced in the House by Mr. 
Williams on January 5, 1955. Accordingly, for H. R. 3719, we refer to our report 
on the earlier identical bill previously mentioned. 

For the reasons stated in our report on H. R. 738, the Board recommends that 
no favorable consideration be given to H. R. 3719. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C. June 15, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of February 11, 1955, 
requesting a report on H. R. 3795, a bill ‘““‘To amend the Railroad Retirement Act 
of 1937, as amended.” 

The proposed legislation would liberalize eligibility for benefits and the amount 
of benefits payable in certain instances as set forth in the report of the Rail- 
road Retirement Board. The chairman of the Railroad Retirement Board ad- 
vises that the proposed amendments would add approximately $115 million a 
year, on a level premium basis, to the cost of the program. It is estimated that 
this additional cost factor would increase the actuarial deficiency from $51 million 
a year to approximately $155 million to $165 million a year. There is no provi- 
sion in the bill for financing the increased cost. 

In the circumstances, the Bureau of the Budget recommends against enactment 
of H. R. 3795. 

Sincerely yours, 
DoNnALpD R. BetcHer, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

Dear Mr. Priest: This is a report on H. R. 3795 which was introduced in the 
House of Representatives by Mr. Poff on February 8, 1955, and which was re- 
ferred to your committee for consideration. 

The bill, which is similar to H. R. 8522, 88d Congress, also introduced by Mr. 
Poff, contains a number of technical defects which would require correction. 
In particular, section 3 of the bill does not make it clear whether the average 
compensation attributable to service rendered before 1937 would be based on 
the 5 years of highest earnings before 1937, or such best 5 years would be selected 
from all years during which the employee worked in the railroad industry. 
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For purposes of this report, we are interpreting the bill, H. R. 3795, as amending 
the Railroad Retirement Act of 1937, as amended, in the following manner: 


1. Full annuities would be payable to employees age 60 who have com- 
pleted 30 years of service or to employees with 35 years of service regard- 
less of age. The normal retirement age would still remain at 65. 

Under present law, retirement for reasons other than disability is in no 
case. permitted before the attainment of age 60. Women with 30 years 
of service may retire at age 60 without a reduction in their annuities. How- 
ever, men with 30 years of service retiring on a nondisability annuity be- 
tween the ages of 60 and 65 have their annuities reduced by one-one hundred 
and eightieth for each calendar month they are under the age of 65 when 
their annuities begin to accrue. 

2. In determining the average monthly compensation for service before 
1937, the present computation based on the 1924-31 period would be replaced 
by a computation based on 5 calendar years (consecutive or otherwise) of 
highest earnings before 1937. 

3. The limit on creditable monthly compensation would be raised retro- 
actively to $350. Under present law, the limit is $300 a month per employee 
on all service before July 1954 and $350 a month thereafter. 

4. The Board would be required to recertify, without application, all an- 
nuities in force which could be affected by any of the changes proposed in 
the bill. 


The bill does not provide for an effective date, but we assume that all the 
changes would beeome effective the 1st of the month following the month of 
its enactment. 

Aside from any other consideration, the amendments proposed in the bill would 
create administrative difficulties which would be almost unsurmountable. First, 
it would be necessary to secure detailed earnings records for service before 1937 
in order to find the 5 years of highest earnings as adjusted for the increased limit 
on creditable compensation. Second, supplementary compensation reports would 
be required for the period January 1937—June 1954 in order to credit up to $50 
a month of additional earnings which in the overwhelming majority of cases were 
not previously reported. Third, the Board would be required to recertify prac- 
tically all employee annuities in force on the date of the enactment of the bill. 
Finally, recertification would also be necessary for large numbers of spouses, 
joint and survivor, and survivor insurance annuities. All this would impose 
enormous burdens not only upon the Board, but also upon employers who would 
be required to search the payroll records for many years back and to submit new 
reports based on the additional information developed. Of course, in a large 
number of cases, old payroll records may no longer be available. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that 
the level cost of benefits under the act is 13.483 percent of taxable payroll, indi- 
cating a present deficiency of 0.93 percent of payroll, or approximately $51 
million a year. 

We estimate the additional cost of the amendments proposed in H. R. 3795 
would come to 2.1 percent of payroll, or approximately $115 million a year on a 
level basis. This amount, when considered in addition to the present deficiency 
of 0.93 percent or $51 million a year, would result in a total deficiency of over 
3 percent of payroll, or approximately $165 million a year. A different interpre- 
tation of section 3 of the bill so as not to imply retroactivity of the higher limit 
on monthly compensation, would reduce the additional cost by no more than 0.2 
percent of payroll or $10 million a year, 

There are a number of reasons besides the administrative difficulties pre- 
viously referred to why the Board believes that the bill should not be enacted. 
The large additional cost resulting in an increased deficiency is, of course, the 
most important one, particularly since the bill makes no provision for additional 
revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and concurs in recommending against enactment of this 
bill. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 
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RAILROAD RETIREMENT BOARD, 
Chicago, Il., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 


Dear Mr. Priest: This is a report on H. R. 3826 which was introduced in the 
House of Representatives by Mr. Powell on February 8, 1955, and which. was 
referred to your committee for consideration. 

This bill is identical to H. R. 858 which was introduced by Mr. Van Zandt 
on January 5, 1955. Accordingly, for H. R. 3826, we refer to our report on the 
earlier identical bill previously mentioned. 

For the reasons stated in our report on H. R. 858, 84th Congress, the Board 
recommends that no favorable consideration be given to H. R. 3826. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and concurs in recommending against enactment of this bill. 

Sincerely yours, 
RayYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 7, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 


Dear Mr. Priest: This is a report on H. R. 39388 which was introduced in the 
House of Representatives by Mr. Radwan on February 10, 1955, and which was 
referred to your committee for consideration. 

This bill is identical to H. R. 2573, H. R. 3087, H. R. 3209, H. R. 3590, and H. R. 
3612, all of which were introduced in the 84th Congress. Accordingly, for H. R. 
3938, we refer to our report on the earlier identical bills previously mentioned. 

For the reasons stated in our report on H. R. 2573 and the other identical bills, 
the Board recommends that no favorable consideration be given to H. R. 3938. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission and that the Bureau itself also rec- 
ommends against enactment of the proposed legislation. 

Sincerely yours, 
Raymonp J. Ketrty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D. C., June 14, 1955. 
Hon. J. Percy Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. OC. 


My Dear Mr. CHarrMan: This is in reply to your letter of March 2, 1955, 
requesting a report on H. R. 4805, a bill “To amend the Railroad Retirement 
Act to increase by 25 per centum the amount of the annuities payable thereunder, 
and to provide full annuities at age 60 for men who have completed 30 years of 
service and at age 55 for women who have completed 25 years of service.” 

This bill would increase employee annuities by 25 percent, raise spouses’ 
annuities, permit retirement with full annuities at age 60 for employees with 30 
years’ service, and increase survivor benefits substantially. 

The Chairman of the Railroad Retirement Board advises that the bill would 
increase the cost of benefits by $250 million a year and would result in a total 
annual deficiency of more than 5.5 percent of payroll. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 4305. 

Sincerely yours, 


Donatp R. BetcHer, Assistant Director. 
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RAILROAD RETIREMENT BOarpD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DEAR Mr. Prikst: This is a report on H. R. 4305, which was introduced in 
the House of Representatives by Mr. Smith on February 23, 1955, and which 
was referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following manner : 


1. Full annuities would be payable to women employees at age 55, pro- 
vided they have by then completed 25 years of service. Under present law, 
women retiring for reasons other than disability are eligible to receive full 
annuities at age 60 provided they have 30 years of service. 

2. Railroad men would be able to retire on full annuities at age 60 pro- 
vided they have 30 years of service. Under present law, men with 30 years 
of service can retire for reasons other than disability at age 60, but their 
annuities are reduced by one one-hundred-and-eightieth for each calendar 
month they are under the age of 65 when their annuity begins to accrue. 

3. The maximum spouse’s annuity would be increased from $40 to $50 a 
month. 

4. All employee annuities computed under the regular formula would be 
increased by 25 percent. An increase, though smaller than 25 pereent, may 
also apply to annuities computed under the minimum formulas (railroad 
retirement or social security), by a proposed amendment of section 3 (e) to 
the effect that a minimum annuity shall in no event be less than the annuity 
computed under the regular formula after the application of the 25-percent 
increase. 

5. The factors entering into the computation of the “basic amount,” which 
is the unit for survivor insurance benefits under the regular railroad retire- 
ment formulas, would be increased by 25 percent. This does not mean that 
all survivor insurance annuities will actually be increased by this percentage 
since, in many cases, the minimum guaranty supersedes the present amounts 
computed under the “basic amount” formulas. 


The changes would become effective the first of the month following the month 
of enactment of the bill, and the Board would be required to recertify without 
application all annuities which may be affected by any of the changes proposed 
in the bill. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 percent of taxable payroll, indicating 
a present deficiency of 0.93 percent of payroll, or approximately $51 million a year. 

We estimate the additional cost of the amendments proposed in H. R. 4305 
would come to more than 4.6 percent of payroll, or $250 million a year on a level 
basis. This amount, when considered in addition to the present deficiency of 
0.93 percent or $51 million a year, would result in a total deficiency of more than 
5.5 percent of payroll, or $300 million a year. 

There are a number of reasons why the Board believes that the bill should not 
be enacted. The extremely large additional cost resulting in an increased de- 
ficiency is, of course, the most important one, particularly since the bill makes no 
provision for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill. 


Sincerely yours, 
RAYMOND J. KEtLy, Chairman. 
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RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Dear Mr. Priest: This is a report on H. R. 4306 which was introduced in the 
House of Representatives by Mr. Smith on February 23, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in the 
following manner : 


1. Full annuities would be payable to women employees at age 55 provided 
they have by then completed 25 years of service. Under present law, women 
retiring for reasons other than disability are eligible to receive full annuities 
at age 60 provided they have 30 years of service. 

2. Railroad men would be able to retire on full annuities at age 60 provided 
they have 30 years of service. Under present law, men with 30 years of 
service can retire for reasons other than disability at age 60, but their an- 
nuities are reduced by one one hundred-eightieth for each calendar month 
they are under the age of 65 when their annuity begins to accrue. 

3. The maximum spouse’s annuity would be increased from $40 to $50 a 
month. 

4. A new minimum would apply to all employee annuities granted under 
the Railroad Retirement Act. This minimum would equal one-half of the 
employee’s average monthly compensation for the 5 calendar years (con- 
secutive or otherwise) of the highest earnings. This minimum would be in 
addition to the present minimums provided for in section 3 (e) of the act. 

5. The maximum employee annuity would be $175 a month. Under 
present law, annuities well in excess of this amount will be possible in the 
future when more than,30 years of service will become creditable. 

6. The factors entering into the computation of the “basic amount,’ which 
is the unit for survivor insurance benefits under the regular railroad retire- 
ment formulas, would.be increased by 25 percent. This does not mean 
that all survivor insufance annuities will actually be increased by this 
percentage since, in many cases, the minimum guarantee supersedes the 
present amounts computed under the “basic amount” formulas. 


The changes would become effective the first of the month following the month 
of enactment of the bill, and the Board would be required to recertify without 
application all annuities which may be affected by any of the changes proposed 
in the bill. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that 
the level cost of benefits under the Act is 13.43 percent of taxable payroll, indicat- 
ing a present deficiency of 0.93 percent of payroll, or approximately $51 million 
a year. 

We estimate the additional cost of the amendments proposed in H. R. 4806 
would come to as much as 3.7 percent of payroll, or $200 million a year on 
a level basis. This amount, when considered in addition to the present deficiency 
of 0.93 percent or $51 million a year, would result in a total deficiency in the 
neighborhood of 4.6 percent of payroll, or $250 million a year. 

There are a number of reasons why the Board believes that the bill should 
not be enacted. The extremely large additional cost resulting in an increased 
deficiency is, of course, the most important one, particularly since the bill 
makes no provision for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and recommends against enactment of the bill. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C. June 14, 1955. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of March 2, 1955, 
requesting a report on H. R. 4306, a bill to amend the Railroad Retirement Act 
to increase the amount of the annuities payable thereunder, and to provide full 
annuities at age 60 for men who have completed 30 years of service and at age 
55 for women who have completed 25 years of service. 

The bill would provide full annuities at age 60 for men who have completed 30 
years of service and at age 55 for women who have completed 25 years of service. 
It would also revise the benefit formula and increase spouses’ annuities. 

The Chairman of the Railroad Retirement Board advises that these proposed 
measures would increase greatly the benefit disbursements under the program. 
Since no corresponding increase in revenues would be provided, the existing 
actuarial deficiency in the fund also would be substantially increased. 

In the circumstances, the Bureau of the Budget recommends against enactment 
of the proposed bill. 

Sincerely yours, 
DONALD R. BELCHER, 
Assistant Director. 


UXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
Washington 25, D. C., June 14, 1955. 
Hon. J. PERCY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives Washington 25, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of March 5, 1955, re- 
questing a report on H. R. 4555, a bill “To amend the Railroad Retirement Act of 
1937 to provide that survivors of certain deceased employees who had 30 years’ 
service or more at the time of their deaths shall be entitled to survivor’s benefits 
under that Act.” 

The bill would provide for insured status in the case of deceased employees 
with 30 or more years of railroad service. The Chairman of the Railroad Retire- 
ment Board advises that there may be several thousand of such survivors, al- 
though it is difficult to tell precisely how many might apply in the event of enact- 
ment of the proposed measure. 

The Chairman also advises that the railroad retirement program is already 
more liberal in its eligibility requirements for survivor benefits than is the social 
security program. In the circumstances, the desirability of enacting further 
liberalizations in the eligibility provisions is questionable. For this reason the 
Bureau of the Budget recommends against enactment of H. R. 4555. 

Sincerely yours, 
DONALD R., BELCHER, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill. June 14, 1955. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

DEAR MR. Priest: This is a report on H. R. 4555 which was introduced in the 
House of Representatives by Mr. Bentley on March 2, 1955. 

The bill would grant a completely insured status to deceased employees who at 
the time of their death had 30 or more years of railroad service. Since the act 
already covers pensioners as well as individuals with 10 or more years of service 
who retired before 1948, the proposed amendment would affect a relatively small 
number of survivors, mostly widows whose husbands had died before retirement 
under our act without having worked in the railroad industry for any length 
of time after 1936. 
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It would be impossible to ascertain from our records how many survivors 
could be affected by such an amendment since most employees in this category 
would, in all likelihood, have never come to the attention of the Board. It is 
possible that there are as many as a couple thousand of such survivors, but here 
again it is hard to tell how many of them would actually file for survivor benefits 
under our act. 

In the area covered by the bill the Railroad Retirement Act is already much 
more liberal in its eligibility requirements for survivor benefits than is the Social 
Security Act. We are here referring to the blanketing in provisions which grant 
a completely insured status to pensioners and to individuals with 10 years of 
service who retired before 1948. Under the Social Security Act monthly survivor 
benefits are available only with respect to wage earners who died after 1939 and 
who had at least 6 quarters of coverage after 1936. The desirability of further 
liberalizations of the insurance test is, therefore, open to question. 

While the adoption of the bill would entail some additional costs, it is felt 
that there would be few applicants for benefits under the amendment and the cost 
of paying such benefits would, therefore, not be very great. There would be no 
administrative difficulties involved in carrying out the proposal and the costs of 
administration would thus be small. 

Although the bill would not impose a substantial financial burden on the 
Railroad Retirement Fund, for the reasons given in the fourth paragraph above, 
and because the bill, although in general terms, would appear to be intended to 
give relief to a particular widow, the Board recommends that no favorable 
consideration be given to the measure. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and concurs in recommending against enactment of this 
bill. 

Sincerely yours, 
RayMonpD J. Ketriy, Chairman. 


RAILROAD RETIREMENT BOarp, 
Chicago, IU., July 7, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 


Deak Mr. Priest: This is a report on H. R. 6833, which was introduced in the 
House of Representatives by Mr. Bentley on June 15, 1955, and which was re- 
ferred to your committee for consideration. 

Except for a slightly different wording of section 3, the bill is identical to 
H. R. 757, which was introduced by Mr. Cunningham on January 5, 1954. Ac- 
cordingly, for H. R. 6833 we refer to our report on the earlier bill previously 
mentioned. 

For the reasons stated in our report on H. R. 757, the Board recommends 
that no favorable consideration be given to the practically identical bill, H. R. 
6833. 

The Board’s report on practically identical bill H. R. 757, has been cleared 
with the Bureau of the Budget which informs us that there is no objection to its 
submission. 

Sincerely yours, 
RayMonpD J. Ketty, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., January 27, 1956. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: This letter is in reply to your request for the views of 
this Department with respect to H. R. 4787, a bill, “To create a committee on 
railroad retirement policy.” 

The Committee on Railroad Retirement Policy which would be created under 
this bill would have the obligation to make a full and complete study of the bene- 
fits payable under the Railroad Retirement Act in comparison with types and 
amounts of benefits payable under other retirement systems established under 
the laws of the United States. The bill would direct the committee to study 
the relationship of the benefits provided under the railroad retirement system 
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and the Federal old-age and survivor’s insurance system, and to examine into 
the cost of such benefits, eligibility for benefits, and the actuarial status of the 
railroad retirement fund in relation to present and future benefit payments. 
Under the bill, the Committee would be required to submit a report to the Con- 
gress not later than December 31, 1956. 

We have also examined a number of other bills that have been introduced 
in the House to amend the Railroad Retirement Act and the Social Security 
Act so as to provide for increases in annuities and elimination of provisions which 
restrict the receipt of dual benefits simultaneously under these acts. 

It is the opinion of the Department of Commerce that no action should be 
taken to amend the present provisions of the Railroad Retirement Act or the 
current provisions which restrict dual benefits until there has been a careful 
over-all appraisal of all aspects of the present operation of the railroad re- 
tirement system, particularly in respect to the actuarial status of the rail- 
road retirement fund and the cost of providing present and future benefit pay- 
ments. We are, therefore, in accord with the general purpose of H. R. 4787 to 
create a responsible committee to review all aspects of this subject. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 


Sincerely yours, 
SINCLAIR WEEKS, 


Secretary of Commerce. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. Priest: This is a report on H. R. 4787, which was introduced in the 
House of Representatives by Mr. Broyhill on March 10, 1955. 

H. R. 4787 proposes the establishment of a body to be known as the Committee 
on Railroad Retirement Policy, to be composed of a Chairman appointed by the 
President and, ex officio, the Chairman of the Railroad Retirement Board, the 
Secretary of Health, Education, and Welfare, the Secretary of Commerce, the 
Secretary of the Treasury, and the Chairman of the Board of Governors of the 
Federal Reserve System, and the Director of the Bureau of the Budget. The 
Committee would be required to make a full and complete study of the benefits 
payable under the Railroad Retirement Act, the possible liberalization of benefits, 
the operations and financial status of the Board, etc. 

By Senate Concurrent Resolution 51, 82d Congress, 1st session, approved 
October 18, 1951, a joint congressional committee (known as the Douglas com- 
mittee), composed of 3 members of the Senate Committee on Labor and Public 
Welfare and 3 members of the House Committee on Interstate and Foreign Com- 
merce, was established for the purpose of making a full and complete factfinding 
study and investigation of the Railroad Retirement Act, and of such related prob- 
lems as it may deem proper, with a view toward ascertaining what changes 
should be made in such act. 

Pursuant to the provisions of the resolution, the joint committee, with the 
cooperation of the Board, made an extensive study of the Board’s policy and 
operations, conducted hearings on August 5, 1952, and submitted to the Senate on 
January 9, 1953, the results of its study in a report entitled “Retirement Policies 
and the Railroad Retirement System.” The report (No. 6, 83d Cong., Ist sess.) 
consisted of part 1, Issues in Railroad Retirement (770 pages), and part 2, Eco- 
nomie Problems of the Aging Population (172 pages). The work of the com- 
mittee proposed to be established by H. A. 4787 would most certainly duplicate 
very largely the work of the joint committee which reported in 1953. 

Further, the fifth actuarial valuation of the assets and liabilities under the 
Railroad Retirement Act as of December 31, 1950, is to be found in the Board’s 
annual report for the fiscal year ended June 30, 1952, and the report of the sixth 
actuarial valuation as of December 31, 1953, which is now being prepared, will 
be completed this fall. 

The act was amended on August 31, 1954 (Public Law 746, 83d Cong., 2d sess.), 
and the railroad retirement system was necessarily the subject of congressional 
study at the time of the consideration of the amendments which were enacted 
into law in 1954. 
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Our experience has been that a study such as that contemplated by H. R. 4787 
would necessarily entail considerable expense beyond that which will be charged 
against the Committee appropriation. Much of such expense would undoubtedly 
fall upon this Board since it would be required to assign high-level personnel to 
the task of preparing data which it would be called upon to furnish to the Com- 
mittee. Aside from the consideration of expense, it is conceivable that demands 
upon the time of key members of our staff might interfere with their regular 
duties which must be performed on a continuing basis. 

If a committee such as proposed by H. R. 4787 were to be established, it would 
seem that representation thereon should be accorded the railroads and railroad 
labor organizations. Half the money for benefits and administrative expenses 
comes from the railroads and half from the employees. The 1937 act, which was 
the basic railroad retirement law, was the result of an agreement between rail- 
road labor and railroad management, and each is represented on the Railroad 
Retirement Board. 

In view of the foregoing, the Board recommends against the adoption of the 
bill, H. R. 4787. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report but the Bureau is submitting its own comments to the 
committee concerning this bill. 

Sincerely yours, 


RayMonp J. Ketty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington 25, D. C., June 14, 1955. 
Hon. J. PERCY PRIEST, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of March 15, 1955, re- 
questing a report on H. R. 4787, a bill to create a committee on railroad retire- 
ment policy. 

The bill would establish a committee to make a full and complete study of the 
benefits payable under the railroad retirement system, giving particular attention, 
among other things, to their relationship to the Federal old-age and survivors in- 
surance program. 

Such a study unquestionably could contribute toward a more complete co- 
ordination of the railroad retirement and the old-age and survivors insurance 
programs, particularly in respect to eliminating existing inequities. The com- 
mittee will doubtless wish to consider, however, the relationship between such 
a proposed study and the recent study conducted by a joint congressional com- 
mittee in 1951. The study contemplated in the proposed bill would appear to 
duplicate, to some extent, the efforts of the 1951 committee. 

Apart from this consideration, the Bureau of the Budget would have no ob- 
jection to the establishment of the proposed committee. 

Sincerely yours, 
DonaLp R. BELCHER, 
Assistant Director. 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, April 12, 1955. 
Hon. J. PErcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMANS This letter is in response to yours of March 15 request- 
ing the comments of the Board on H. R. 4787, a bill to create a committee on 
railroad retirement policy. 

This legislation contemplates that the committee provided in the bill would 
make a full and complete study of the benefits payable under the Railroad Re- 
tirement Act of 1937, including the current and prospective financial status of the 
railroad retirement account in relation to present and future benefit payments. 
The Chairman of the Board of Governors would be a member of the new com- 
mittee. 

The subject of railroad retirement benefits is not closely related to the Board’s 
responsibilities and we would have some question whether it would be advisable 
for the Chairman to serve on the committee. 
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The Bureau of the Budget has advised that it has no objection to the submis- 
sion of this report. 
Sincerely yours, 
Wm. McC. Martin, Jr., Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of March 29, 1955, 
requesting a report on H. R. 5218, a bill to amend the Railroad Retirement 
Act of 1937 to provide that an individual with 30 years of service may retire 
regardless of age, and that any other insured individual may retire at age 60. 

The bill would permit retirement on full annuities at age 60 or after 30 years 
of service; reduce from 65 to 60 the age at which disability annuitants would 
be required to furnish proof of continuance of disability ; and permit spouses to 
receive annuities at age 60. 

The Chairman of the Railroad Retirement Board advises that enactment of 
this bill would increase the present cost of the program by $250 million a year, 
almost 5 percent. However, the bill makes no provision for financing this sub- 
stantial cost increase. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 5218. 

Sincerely yours, 
DonaALpD R. BELCHER, 
Assistant Director. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., June 14, 1955. 
Hon. J. PERcY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on H. R. 5218, which was introduced in the 
House of Representatives by Mr. Zelenko on March 24, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following manner : 


1. Railroad employees would be able to retire on full annuities at age 60 
or, regardless of age, after the completion of 30 years of service. Under 
present law, the normal retirement age is 65. Employees with 30 years of 
service may retire for reasons other than disability at age 60 but not be- 
fore. Women falling within this category may receive full annuities but 
men have their annuities reduced by one-one hundred eightieth for each 
calendar month they are under the age of 65 when their annuity begins to 
accrue. Disability annuities may begin before age 60. 

2. The bill would change from age 65 to 60 the age at which disability 
annuitants would cease to be required to furnish proof of continuance of 
disability ; the age for requiring relinquishment of rights would be changed 
from 65 to 60; and the work restriction for disability annuitants would 
cease at age 60. 

3. Spouses’ annuities in cases where age is an eligibility condition would 
become payable at age 60 provided the employee from whom the spouse’s 
annuity is derived is also age 60 or over. Under present law, spouses’ 
annuities in which the spouse’s age is an eligibility condition are not pay- 
able before both husband and wife are at least 65 years old. 

4. The changes would become effective the 1st of the month following 
the month of the enactment of the bill, and the Board would be required 
to recertify without application all annuities which may be affected by any 
of the changes proposed in the bill. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per emplnyee. The latest actuarial estimates made in con- 
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nection with the 1954 amendments to the Railroad Retirement Act show that 
the level cost of benefits under the act is 13.43 percent of taxable payroll, indi- 
cating a present deficiency of 0.93 percent of payroll, or approximately $51 
million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 
5218 would come to as much as 4 percent of payroll, or well over $200 million 
a year on a level basis. This amount, when considered in addition to the present 
deficiency of 0.93 percent, or $51 million a year, would result in a total deficiency 
of almost 5 percent of payroll, or well over $250 million a year. 

There are a number of reasons why the Board believes that the bill should 
not be enacted. The very large additional cost resulting in an increased de- 
ficiency is, of course, the most important one, particularly since the bill makes 
no provision for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and concurs in recommending against enactment of 
this bill. 

Sincerely yours, 





RAYMOND J. KELty, Chairman. 


RAILROAD RETIREMENT BoOarp, 
Chicago, Ill., June 14, 1955. 
Hon. J. PERcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. Priest: This is a report on H. R. 5272, which was introduced in the 
House of Representatives by Mr. Denton on March 28, 1955, and which was re- 
ferred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in the 
following manner: 


1. The present restriction in section 5 (g) (1) against the payment of 
survivor benefits under both the Railroad Retirement and Social Security 
Acts on the basis of earnings of the same employee would be repealed. The 
bill would also strike out section 202 (1) of the Social Security Act which, 
in effect, contains the same provision as the last sentence of section 5 (g) (1) 
of the Railroad Retirement Act. 

2. The present restriction in section 5 (g) (2) requiring the reduction of 
survivor annuities by the amount of certain insurance benefits (mainly old 
age and parents) under the Social Security Act would be repealed. 

3. The changes introduced by the bill would become effective the first of 
the month following the month of its enactment. 


The bill retains the present provisions of both the Railroad Retirement and 
Social Security Acts by virtue of which survivor benefits are computed on the 
basis of the deceased employee's railroad and social-security earnings combined. 
There is, however, the anomaly that railroad compensation would be credited 
under the Social Security Act only when the survivors are not eligible for benefits 
under the Railroad Retirement Act, whereas social-security wages would be 
credited under the Railroad Retirement Act even though survivor benefits based 
on the same wages would also be available under the Social Security Act. It is 
difficult to see why social-security wages should be credited twice in cases where 
survivor benefits would be payable under both acts. Under present law, survivor 
benefits are paid by either the Railroad Retirement Board or by the Social Se- 
curity Administration, but not by both at the same time. However, regardless 
of which agency pays the survivor benefit, the credits earned under both systems 
are combined. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in connec- 
tion with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 percent of taxable payroll, indicating 
a present deficiency of 0.93 percent of payroll, or approximately $51 million a 
year. 

We estimate the additional cost of the amendments proposed in H. R. 5272 
would come to about 0.65 percent of payroll, or $35 million a year on a level basis. 
This amount, when considered in addition to the present deficiency of 0.93 percent 
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or $51 million a year, would result in a total deficiency of almost 1.6 percent of 
payroll, or $87 million a year. 

There are a number of reasons why the Board believes that the bill should not 
be enacted. The considerable additional cost resulting in an increased deficiency 
is, of course, the most important one, particularly since the bill makes no pro- 
vision for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


RAILROAD RETIREMENT BOarp, 
Chicago, Ill., June 14, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 


Dear Mr. Priest: This is a report on H. R. 5361, which was introduced in 
the House of Representatives by Mr. Blatnik on March 30, 1955, and which was 
referred to your committee for consideration. 

This bill is identical to H. R. 2026, which was introduced by Mr. O’Konski 
on January 11, 1955. Accordingly, for H. R. 5361, we refer to our report on 
the earlier bill previously mentioned. 

For the reasons stated in our report on H. R. 2026, the Board recommends 
that no favorable consideration be given to the identical bill, H. R. 5361. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report. 

Sincerely yours, 


RAYMOND J. KEtty, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955, 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


Dear Mr. Priest: This is a report on H. R. 5426 which was introduced in the 
House of Representatives by Mr. Hyde on March 31, 1955 and which was re- 
ferred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following respects: 


1. Full annuities would be payable to employees with 40 years of service, 
regardless of age. The 40 years would be counted for eligibility, but the 
present provisions governing the maximum number of years of service which 
may be used in the computation of the annuity would remain unchanged. 
Under these provisions, service after 1936 is credited without any limi- 
tation, but prior service, that is service rendered before 1937, is credited 
only to the extent that the total of years of service does not exceed 30. 

2. In determining the average monthly compensation for service before 
1937, the computation would be based on either the 1924-31 or the 1940-47 
period depending on which of the two would yield a higher amount. At 
present, only the 1924-31 period is used. 

3. The changes would become effective the first of the month following 
the month of enactment of the bill. The Board would be required to re- 
certify without application all annuities which may be affected by any of 
these changes. 


Aside from any other considerations, the proposed changes would create serious 
administrative problems. Service rendered before 1937 is verified by the Board 
only to a point at which the total of all service for the particular case is 30 
years. Under the proposed amendment it would be necessary to request em- 
ployers to search their payroll records 10 or more years further back. In many 
cases these records may even no longer be available. This change would there- 
fore impose a great burden not only upon the Board but also upon the rail- 
roads and other employers who would be asked for supplementary reports. 
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A great deal of extra work would also result from the necessity of checking 
the 1924-31 average earnings against those of the 1940-47 period which the 
bill would use as an alternative base period for the computation of the average 
earnings attributable to service rendered before 1937. In terms of volume, the 
second change would involve considerably more work than the former. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that 
the level cost of benefits under the act is 13.43 percent of taxable payroll, indi- 
cating a present deficiency of 0.93 percent of payroll, or approximately $51 
million a year. 

We estimate the additional cost of the amendments proposed in H. R. 5426 
would come to about 0.40 percent of payroll, or $22 million a year on a level 
basis. This amount, when considered in addition to the present deficiency of 
0.93 percent or $51 million a year, would result in a total deficiency of 1.33 
percent of payroll, or $73 million a year. 

Aside from the administrative difficulties previously mentioned, there are a 
number of other reasons why the Board believes that the bill should not be 
enacted. The considerable additional cost resulting in an increased deficiency 
is, of course, the most important one, particularly since the bill makes no provi- 
sion for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s 
submission of this report and concurs in recommending against enactment of 
this bill. 

Sincerely yours, 


RAILROAD RETIREMENT LEGISLATION 





RAYMOND J. KELLY, Chairman. 


.XECUTIVE OFVICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of April 4, 1955, re- 
questing a report on H. R. 5426, a bill to amend the Railroad Retirement Act 
to permit an individual with 40 years’ service to retire regardless of his age, 
and to increase certain annuities by providing a new alternative base for com- 
puting monthly compensation in the case of service before 1937. 

The bill would make full annuities payable to employees with 40 years of 
railroad service regardless of age. While the 40 years would be counted for 
eligibility, present provisions would continue with respect to the maximum 
number of years of service which may be used in the computation of the 
annuity. 

The Chairman of the Railroad Retirement Board advises that the additional 
cost of the proposed measure would increase the present deficiency of the 
railroad retirement program from approximately $51 million a year to $73 
million a year. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of H. R. 5426. 


Sincerely yours, 
DoNALp R. BELCHER, 


Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 14, 1955. 


Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 
Dear Mr. Priest: This is a report on H. R. 5702 which was introduced in 
the House of Representatives by Mr. Bennett on April 20, 1955, and which was 
referred to your committee for consideration. 
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This bill is identical to H. R. 7843, 83d Congress, also introduced by Mr. Ben- 
nett, on which the Board submitted a report to your committee under the date 
of March 3, 1954. In that report, we discussed the provisions of the bill as fol- 
lows: 

“The bill would amend subsection (a) of section 2 of the Railroad Retirement 
Act of 1937, as amended, to eliminate the present requirement of cessation of 
service for a person, other than an ‘employer’ covered by the act, as a condition 
of eligibility for an annuity. The bill would also amend subsection (b) of sec- 
tion 2 to eliminate the present requirement of relinquishment of rights to return 
to the service of a person other than an ‘employer’ as a condition for receipt of 
an annuity; and, finally, the bill would amend subsection (d) of section 2 to 
eliminate the restriction on an annuitant with regard to working for the person, 
other than an ‘employer,’ by whom the annuitant was last employed prior to the 
beginning date of his annuity. 

“The amendment proposed by the bill would restore the provisions as they were 
in effect in the Railroad Retirement Act of 1935, insofar as working for a person 
other than an employer is concerned. During the hearings in 1937 on the bill 
to amend the Railroad Retirement Act of 1935, it was stated by a witness for the 
Association of American Railroads and the standard railway labor unions that 
the provisions in the 1935 act in this respect discriminated against career rail- 
road workers who stayed in the railroad industry all their lives, and favored 
those railroad workers who left the railroad industry before retirement age and 
engaged in other employment. (Hearings before the House Committee on Inter- 
state and Foreign Commerce, 75th Cong., on H. R. 6956, pp. 74-75. . Hearings be- 
fore the Senate Committee on Interstate Commerce, 75th Cong., on S. 2395, p. 53.) 
The latter, upon attaining age 65, could receive their annuities under the Rail- 
road Retirement Act in addition to their salaries for services for a nonemployer, 
while the career workers, upon attaining retirement age, had only the annuities 
to rely upon. The purpose of the provisions, which the bill would eliminate 
was to avoid the discrimination above referred to, Congress then apparently 
accepted the views in support of those provisions and has continued them in 
effect ever since although amending the act in other respects on many occasions.” 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.428 percent of taxable payroll, indicating 
a present deficiency of 0.93 percent of payroll, or approximately $51 million a 
year. 

We estimate that the additional cost of the amendments proposed in H. R. 5702 
would come to about 0.16 percent of payroll, or $8.5 million a year on a level 
basis. This amount, when considered in addition to the present deficiency of 0.93 
percent or $51 million a year, would result in a total deficiency of about 1.1 per- 
cent of payroll, or $60 million a year. 

In view of the foregoing, and particularly since the bill makes no provision 
for additional revenues to meet this additional cost, the Board recommends that 
no favorable consideration be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board’s sub- 
mission of this report and concurs in recommending against enactment of this 
bill. 

Sincerely yours, 
RAYMOND J. KeELty, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, I11., June 14, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. Priest: This is a report on H. R. 5801 which was introduced in the 
House of Representatives by Mr. Cretella on April 21, 1955, and which was 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in the 
following manner : 

1. The present restriction in section 5 (g) (1) against the payment of 
survivor benefits under both the Railroad Retirement and Social Security 
Acts on the basis of earnings of the same employee would be limited only to 
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survivors other than widows. Accordingly, widows of railroad employees 
would be able to simultaneously receive benefits from both the railroad re- 
tirement and the social-security systems. 

2. The bill would also amend section 202 (1) of the Social Security Act so 
as to make it possible for a widow of a railroad employee to receive a social- 
security survivor benefit on the basis of her deceased husband’s wages even 
theugh she would also be entitled to a survivor benefit under the Railroad 
Retirement Act. 

3. The present restriction in section 5 (g) (2) requiring the reduction of 
survivor annuities by the amount of certain insurance benefits (mainly old- 
age and parents’) payable under the Social Security Act would not apply to 
widows receiving survivor benefits under the Railroad Retirement Act. 

4. With respect to monthly benefits to widows, the changes introduced by 
the bill would become effective the first of the month following the month 
of its enactment, regardless of when the employee had died. However, with 
resepect to lump-sum death payments, the changes would apply only to deaths 
occurring after the month in which the bill is enacted. 

The bill retains the present provisions of both the Railroad Retirement and 
the Social Security Acts by virtue of which survivor benefits are computed on 
the basis of the deceased employee’s railroad and social security earnings com- 
bined. There is, however, the anomaly that railroad compensation would be 
credited under the Social Security Act only when the survivors are not eligible 
for benefits under the Railroad Retirement Act, whereas social security wages 
would be credited under the Railroad Retirement Act even though the widow 
would also receive a survivor benefit based on the same wages under the Social 
Security Act. It is difficult to see why social security wages should be credited 
twice in cases of widows who would receive survivor benefits under both acts. 
Under the present law, survivor benefits are paid by either the Railroad Retire- 
ment Board or by the Social Security Administration, but not by both at the 
same time. However, regardless of which agency pays the survivor benefits, the 
credits earned under both systems are combined. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 percent of taxable payroll, indicating a 
present deficiency of 0.93 percent of payroll, or approximately $51 million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 
5801 would come to about 0.6 percent of payroll, or $33 million a year on a 
level basis. This amount, when considered in addition to the present deficiency 
of 0.93 percent or $51 million a year, would result in a total deficiency of about 
1.53 percent of payroll, or $84 million a year. 

There are a number of reasons why the Board believes that the bill should not 
be enacted. The considerable additional cost resulting in an increased deficiency 
is, of course, the most important one, particularly since the bill makes no pro- 
vision for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board's 
submission of this report. 

Sincerely yours, 

RayMOND J. KEtty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, BUREAU OF THE BUDGET, 
Washington, D. C., July 20, 1955. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: This is in reply to your letter of June 20, 1955, request- 
ing the views of the Bureau of the Budget with respect to H. R. 6838, a bill “To 
amend the Railroad Retirement Act of 1937, as amended.” 

The proposed bill would revise the formula under which Railroad Retirement 
benefits are computed and would raise annuities in general by 15 percent. It 
would raise considerably the cost of annual benefits under the Railroad Re- 
tirement system, possibly by as much as $110 million a year. The bill does 
not, however, provide for increasing the revenues of that system to defray 
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the added cost. The effect would be to aggravate the existing actuarial de- 
ficiency of the program. 
In the circumstances, the Bureau of the Budget recommends against favorable 
consideration of the bill. 
Sincerely yours, 
Percy Rappaport, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., July 22, 1955. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Priests This is a report on H. R. 6838, which was introduced in the 
House of Representatives by Mrs. Harden on June 15, 1955, and which was re- 
ferred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following manner: 

1. All employee annuities, including those now payable, would be in- 
creased by 15 percent. 

2. Pensions would be increased to 115 percent of the amount originally 
granted by the employer with a maximum of $138. Taken literally, this 
change might actually decrease pensions, since those are now paid at the 
rate of 138 percent of the original amounts. The Board assumes that the 
intent of this provision is to require an increase of 15 percent in the amounts 
now payable, which would bring up the pensions to 158.7 percent of the 
original grants with a maximum of $190.44 a month. 

3. A new minimum (without a current connection requirement) would 
apply to annuities based on 30 years of service. This minimum would 
equal 50 percent of the average compensation for the highest 5 years (con- 
secutive or otherwise) included in the years of service and would operate in 
addition to the present minimum provisions of section 3 (e) of the Rail- 
road Retirement Act. 

4. All 1935 act annuities and all 1937 act joint-and-survivor annuities as 
well as the survivor annuities derived from them would also be increased 
by 15 percent. 

5. Certain spouses’ annuities would be increased as a result of increasing 
the employee’s annuity or pension in accordance with the proposals previ- 
ously enumerated. This is not stated in the bill but follows from the provi- 
sions of the present law governing the computation of spouses’ annuities. 

6. All recertifications would be made automatically without application 
therefor. 

The bill does not provide for an effective date with respect to increases in 
retirement annuities and pensions under the Railroad Retirement Act of 1937. 
We assume that these increases were also intended to take effect on the 1st of 
the month following the month of enactment of the bill. 

Aside from other considerations, the proposed new minimum for individuals 
with 30 years of service would create serious administrative difficulties. Under 
present law, the average for service rendered before 1937 is generally derived 
from earnings records for the base period 1924-31. The change requiring the 
computation of the average for the best 5 years would necessitate the examina- 
tion of earnings for all years included in the individual’s years of service. It 
would therefore be necessary for the Board to request from employers addi- 
tional wage records going many years back which would impose a great burden 
not only upon the Board but upon employers as well. In many cases such old 
records may no longer be even available. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll, with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in con- 
nection with the 1954 amendments to the Railroad Retirement Act show that 
the level cost of benefits under the act is 13.43 percent of taxable payroll, indi- 
cating a present deficiency of 0.93 percent of payroll, or approximately $51 
million a year. 

We estimate that the additional cost of the amendments proposed in H. R. 6838 
would come to about 2 percent of payroll, or $110 million a year on a level basis. 
This amount, when considered in addition to the present deficiency of 0.93 
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percent, or $51 million a year, would result in a total deficiency of almost 
3 percent of payroll, or $160 million a year. 

There are a number of reasons why the Board believes that the bill should 
not be enacted. The large additional cost resulting in an increased deficiency 
is, of course, the most important one, particularly since the bill makes no provi- 
sion for additional revenues to meet this additional cost. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

The Bureau of the Budget advises that it has no objection to the Board's 
submission of this report. 

Sincerely yours, 





RAYMOND J, Ketriy, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Il., January 20, 1955. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D, C. 

DEAR Mr. Priest: This is a report on H. R. 8838 which was introduced in the 
House of Representatives on January 12, 1956, and referred to your committee 
for consideration. 

The bill would (1) amend section 2 (e) of the Railroad Retirement Act of 
1937 by repealing the provision under which a sponse’s-annuity is. reduced by 
the amount of any other annuity or monthly benefit for which the spouse is 
eligible under the Railroad Retirement Act or the Social Security Act, (2) elimi- 
nate the provision of the Railroad Retirement Act (section 5 (g) (2)) pursuant 
to which the survivor of a railroad employee may receive only the larger or 
largest of two or more annuities to which the survivor is otherwise entitled, 
and (3) eliminate the provision of the Railroad Retirement Act (section 5 (g) 
(1)) and of the Social Security Act (section 202 (1) ), under which the survivor 
of a railroad employee cannot obtain a monthly or lump-sum benefit under the 
Social Security Act to which the survivor would otherwise be entitled if the 
survivor is entitled to such a benefit under the Railroad Retirement Act. The 
bill would be effective as to annuities under the Railroad Retirement Act and 
monthly benefits under the Social Security Act for months after the month of 
enactment of the bill, and as to lump-sum benefits under the Social Security Act 
for deaths occurring after such month of enactment. 

Thus the bill would permit payment in full of a spouse’s annuity in addition 
to an annuity or monthly benefit payable to her on the basis of her own employ- 
ment or as a parent of another employee, under either the Railroad Retirement 
Act or the Social Security Act or both. For survivor benefits the bill would 
similarly provide unrestricted dual benefits although without eliminating the 
present provisions of law by which benefits due under the Railroad Retirement 
Act would be computed on the basis of the combined employment credits under 
both systems. The result of this would present somewhat of an anomaly since 
only the social security credits would be used in computing the social security 
benefits. 

The Board has objections otherwise to the bill in that: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.57 percent of payroll, or about $30 million a year; 

2. The bill makes no provision for financing the additional cost which 
its enactment would entail ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits nnder the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 2.2 percent of payroll or approximately $116 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have been 
set for January 24, 1956, this report is submitted without prior clearance with the 
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Bureau of the Budget. A copy of the report is being forwarded to the Bureau 
of the Budget today and you will be informed of the views of that Bureau as soon 
as they are received. 
Sincerely yours, 
RAYMOND J. Ketty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., February 9, 1956. 


Hon, J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of January 17, 1956, 
requesting a report on H. R. 8338, a bill to amend the Railroad Retirement Act 
and the Social Security Act to eliminate all restrictions upon the right of an in- 
dividual to receive benefits simultaneously under both acts or to receive more than 
one annuity under the Railroad Retirement Act. 

The bill would amend subsection 2 (e) of the Railroad Retirement Act by re- 
moving the existing provision which requires that a spouse’s annuity be reduced 
by the amount of any other annuity under the Railroad Retirement Act or 
monthly benefit under the Social Security Act to which the spouse may be en- 
titled. It would have the effect of permitting spouses to receive benefits simul- 
taneously without any offsetting reduction. 

H. R. 8338 would also eliminate subsection 5 (g) (2) which provides that 
survivors of railroad employees may receive only the larger of two or more 
annuities to which they may be entitled. It also would eliminate the provisions 
in the Railroad Retirement and Social Security Acts requiring that recipients of 
retirement benefits under the railroad retirement system cannot obtain monthly 
or lump-sum benefits under the Social Security Act. The Department of Health, 
Education, and Welfare is preparing a report for your committee on the proposed 
bill and we are informed that their report will include a consideration of the 
effects of the proposed legislation on the old-age and survivors insurance program. 

The bill would bring about an increase in the annual cost of benefits under the 
railroad retirement program without any provision for increasing the revenues 
of that system. We are advised by the Railroad Retirement Board that this in- 
crease in cost would be approximately $30 million a year. The recently com- 
pleted actuarial evaluation of the finances of the railroad retirement program 
indicates that it is presently operating at an actuarial deficiency of approximately 
$86 million a year. Unless corrective measures are taken, the program will 
eventually deplete its reserves and be unable to meet its annual obligations. The 
report states, in part, as follows: 

“For the first time, since the establishment of the Railroad Retirement Sys- 
tem, the obligations on account of new members have exceeded the scheduled 
taxes payable to the Railroad Retirement System. * * * The difference between 
the 14.13 percent needed to finance the liabilities of the Railroad Retirement Act 
and the 12.5 percent currently collected is $86,390,000 a year, which indicates 
that an increase in the revenues is needed, if the system is to be maintained on 
a sound reserve basis. At the present time the current disbursements for bene- 
fits amount to approximately 97.5 percent of the taxes currently collected, and 
the time when disbursements will exceed taxes at the current rate of 12.5 percent 
is imminent.” 

In addition, the revision of subsections 2 (e) and 5 (g) (1) and (2) would 
represent another departure from the 1951 action toward coordination of the 
railroad retirement system and the old-age and survivors insurance system which 
was.one of the purpesesof the 1951 amendments to the Railroad Retirement Act. 

For the aforementioned reasons, the Bureau of the Budget recommends against 
enactment of the bill. 

The foregoing comments are also relative to H. R. 6833, a similar bill introduced 
on June 15, 1955, on which your committee had earlier requested a report from 
the Bureau of the Budget. 

Sincerely yours, 
PERCY RAPPAPORT, 
Assistant Director. 





RAILROAD RETIREMENT LEGISLATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 8, 1956. 


Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. CO. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of January 17, 1956, 
requesting a report on H. R. 8339, a bill “to amend the Railroad Retirement Act 
of 1937 to reduce from 60 to 50 the age at which certain permanently disabled 
individuals become entitled to receive their annuities.” 

The bill would reduce to 50 the age at which permanently disabled railroad 
employees with a current connection with the industry may receive annuities. 
At present the eligibility age is 60. 

As indicated in several reports already submitted to your committee, the 
railroad retirement program is operating at an actuarial deficiency of approxi- 
mately $86 million a year. Unless corrective measures are taken, the program 
will eventually deplete its reserves and be unable to meet its annual obligations. 
While the proposed measure would not constitute a major addition to the cost 
of the program, it would serve nonetheless to aggravate the present serious 
financial situation of the fund. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of the bill. 

Sincerely yours, 
Percy RAPPAPORT, 
Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 20, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Priest: This is a report on H. R. 8339 which was introduced in 
the House of Representatives by Mr. Davis on January 12, 1956, and referred 
to your committee for consideration. 

The bill would amend section 2 (a) (4) of the Railroad Retirement Act to 
permit payment of an annuity as early as age 50, instead of age 60, to a railroad 
employee who has a current connection with the railroad industry and 10 or 
more but less than 20 years of creditable service, on the basis of his permanent 
disablement for work in his regular occupation. 

The Railroad Retirement Board is opposed to the enactment of the bill for 
the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.1 percent of payroll, or by about $5 million a year; 

2. The bill makes no provision for financing the additional cost which its 
enactment would add to the cost of the railroad retirement system ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable pay- 
roll. Since the actual tax rate is only 12.50 percent, the present benefit 
structure already involves an actuarial deficiency of 1.63 percent of payroll 
which is equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 1.73 percent of payroll or approximately $91 million a year. 

ae Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 

RAYMOND J. KEtty, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washingion 25, D. C., February 28, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CHAIRMAN: This is in reply to your letter of January 17, 1956, re- 
questing a report on H. R. 8399, a bill “To amend section 2 (e) of the Railroad 
Retirement Act to eliminate all restrictions upon the right of an individual to 
receive a spouse’s annuity under that act while entitled to benefits under the 
Social Security Act.” 

H. R. 8399 is similar to H. R. 7982, on which the Bureau reported to your 
Committee on January 25, 1956. As indicated in that report, the proposal would 
increase the actuarial deficiency of the railroad retirement program, and would 
represent another departure from the 1951 action toward coordination of the 
railroad retirement system and the old ?age and survivors’ insurance system. 

For the aforementioned reasons, the Bureau of the Budget recommends 
against enactment of the bill. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 20, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


Dear Mr. Priest: This is a report on H. R. 8399, which was introduced in the 
House of Representatives by Mr. Sikes on January 12, 1956, and which was 
referred to your committee for consideration. 

The bill would amend section 2 (e) of the Railroad Retirement Act of 1937, 
as amended, to eliminate the present requirement in section 2 (e) of the act to 
reduce a spouse’s annuity by the amount of any monthly insurance benefit under 
the Social Security Act, but without eliminating the requirement that the spouse’s 
annuity be reduced by the amount of any monthly annuity payable under the 
Railroad Retirement Act to the spouse on the basis of her (or his) own em- 
ployment, or as a parent. The amendment would be effective for annuities ac- 
<ruing after the month of enactment of the bill. 

The Board is opposed to the amendment for the following important reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by 0.17 percent of payroll, or about $9 million a year; 

2. The bill makes no provision for financing the additional cost which is 
enactment would entail ; 

3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable pay- 
roll. Since the actual tax rate is only 12.50 percent the present benefit 
structure already involves an actuarial deficiency of 1.63 percent of pay- 
roll which is equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 1.80 percent of payroll or $95 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for January 24, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 

Raymonp J. Ketry, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 14, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Forein Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letters of January 19 and 
January 25, 1956, requesting reports on H. R. 8492 and H. R. 8702, identical 
bills ‘To amend the Railroad Retirement Act of 19:7 to provide that an individual 
with 30 years’ service may retire regardless of age, to provide increased annui- 
ties, and to increase the amount of outside income which certain individuals may 
earn without losing the right to receive their annuities.” 

The proposed measure would permit retirement upon 30 years of railroad 
service regardless of age; increase the earnings permitted to a disability an- 
nuitant, and raise retirement annuities and other benefits. The Railroad Retire- 
ment Board advises that the proposed revisions would increase the cost of the 
system by 5 percent of payroll, on a level premium basis. This would amount to 
$265 million a year. No provision is made for financing this added cost. 

As indicated in our earlier reports, the railroad retirement program is now 
operating at a deficiency of $86 million a year and unless corrective measures 
are taken, the program will eventually deplete its reserves and be unable to meet 
its obligations. 

In the circumstances, the Bureau of the Budget recommends against enactment 
of either of these bills. 

Sincerely yours, 
Percy RAppaport, Assistant Director. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., February 29, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DEAR Mr. Priest: This is a report on identical bills H. R. 8492 and H. R. 8702, 
which were introduced in the House of Representatives on January 16 and 
January 23, 1956, respectively, and which were referred to your committee for 
consideration. H. R. 8492-was introduced by. Mr. Siler and H. R. 8702 by Mr. 
Perkins. 

The bills would amend the Railroad Retirement Act by eliminating the present 
requirement that a railroad employee who has 30 years of service be at least 
60 years of age before he can obtain an annuity, on other than disability grounds, 
which, if the employee is a man, is payable only on a reduced basis. In other 
words, the bills would allow a full annuity to anyone with 30 years of creditable 
service regardless of his age. The bills would also amend the Railroad Retire- 
ment Act by changing the basis of calculating the amount that would be appro- 
priated out of general treasury funds to the Railroad Retirement Account for the 
purpose of paying the cost of crediting military service before 1937 in cases where 
annuities beginning before age 65 have been awarded on a reduced basis; in such 
cases, under the bill, deferment would be to age 60 instead of to age 65 as at 
present. A further amendment which the bills would effect is an increase from 
$100 to $200 in the amount of disability annuitant would be allowed to earn in 
a month before losing his annuity for that month. 

The bills would, in addition, increase retirement annuities (but not survivors’ 
insurance annuities) by increasing each percentage factor used in the calcula- 
tion by 0.24, which would provide increases in benefits in varying percentages, 
depending on the average monthly pay used in the calculation, with persons in 
the higher average pay group receiving the highest percentage of increase. The 
bills would not, however, provide increases in any case covered by the minimum 
annuity formulas contained in section 3 (e) except insofar as the change in the 
regular formula would produce an amount higher than the minimum; nor would 
the maximum for a spouse’s annuity be increased. 

The amendments would be effective only for annuities accruing for months 
after the month of enactment; and all recertifications required by the amend- 
ments would be made by the Board without application by the persons concerned. 

The Board is opposed to the enactment of the bills mainly for the following 
reasons : 
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1, The bills, if enacted, would increase the cost of the Railroad Retire- 
ment System by more than 5 percent of payroll, or more than $265 million 
a year; 

2. The bills make no provision for financing the additional cost which their 
enactment would entail; 

3. The Railroad Retirement System cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable pay- 
roll. Since the actual tax rate is only 12.50 percent, the present benefit 
structure already involves and actuarial deficiency of 1.63 percent of payroll 
which is equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bills would be to increase the de- 
ficiency to about 7 percent of payroll or approximately $370 million a year. 
This would bring about a situation where the balance in the Railroad Re- 
tirement Account would begin to decrease almost immediately because the 
total benefit disbursements would exceed the tax collections plus the interest 
earned by the account. 

- aeere accordingly, recommends that no favorable consideration be given 
to the 3 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 

RAYMOND J. KELLY, Chairman. 

Mr. Harris. The Railroad Retirement Board’s Office of Director 
of Research has prepared a convenient summary of these bills which, 
without objection, will be inserted into the record at this point. 

(The summary referred to was later inserted and appears on p. 162.) 

Mr. Harris. It has been the policy of this committee, in the con- 
sideration of bills to amend the Railroad Retirement Act, to place 
great emphasis on the financial .effect of these proposals upon the 
railroad retirement account. I believe I am correct in saying that 
every member of this committee in considering the many proposals 
over the years to amend the act has expressed grave concern over the 
financial soundness of the railroad retirement fund. It is the desire of 
every member of this committee, in my experience and association 
with them over the years, to give the railroad retired employees all 
of the benefits that could possibly be given under the program, but at 
the same time to be sure that the fund is kept sound in order that those 
that are entitled to the benefits may receive them. laa 

The committee has taken the position, and everyone recognizes it 
to be a sound one, that regardless of how desirable certain proposals 
may be, we must adhere to the generally accepted principle that the 
solvency of the railroad retirement system must not be jeopardized. 
This principle is accepted by the standard railway labor organiza- 
tions, as well as the railroad management, in addition to the committee 
members, as I have mentioned, and others who are tremendously in- 
terested in this program and the future of it. 

A great many lives depend on the continuity and the stability of 
these railroad retirement benefits. In fact, for most retired individu- 
als and their dependents, these benefits constitute their chief source 
of livelihood. We must, therefore, make certain, in considering this 
legislation, that the reserves in the railroad retirement account, plus 
the income into the system, will be adequate to pay all benefits due 
them and those who will retire in the future. 

I am satisfied that every Member of Congress who has introduced 
a bill, and who desires it to be considered in the course of these hear- 
ings, has the same feeling. Because we have so many bills and so 
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many sponsors, we scheduled our colleagues in such a manner that 
they may come in and explain their bills, outline them to the com- 
mittee, and give such information as they desire, and not be required 
to stay here indefinitely. 

It is always a pleasure to have our colleagues in the House come 
before this committee. I think the distinguished chairman of this 
committee in the last Congress, the 88d Congress, and the preceding 
Congresses, inaugurated the program to hear sponsors of bills on 
certain dates. We realize that the jurisdiction of this committee is 
such that many Members of Congress have legislation referred to it. 

In consultation with our distinguished chairman, Mr. Priest, I 
wanted to make this statement for the record, that we are always 
anxious to schedule hearings on any bill before this committee that 
would be convenient to our colleagues in the House. We, at this time, 
are glad to have some of these Members of Congress sponsoring these 
bills with us. 

Our first witness will be our distinguished colleague from that great 
State south of us known as Florida, the land of sunshine. 


STATEMENT OF HON. CHARLES E. BENNETT, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF FLORIDA 


Mr. Bennett. Mr. Chairman, I appreciate this opportunity to 
testify here today in favor of H. R. 3087, my bill to liberalize rail- 
road retirement benefits. I have never introduced a bill which re- 
ceived as much nationwide attention and support as H. R. 3087 has. 
I have received letters and petitions from all over the Nation in sup- 
port of this bill, and I understand that your committee has received 
many thousands of pieces of mail in its behalf. 

H. R. 3087 proposes three principal ways of liberalizing railroad 
retirement benefits. It provides, first, retirement at age 60 with 30 
years of service, or with 35 years of service regardless of age. Sec- 
ond, it provides for computation of credit for service prior to Jan- 
uary 1, 1937, on the basis of the 5 highest years before that date, rather 
than on the basis of average earnings for the years 1924-31. Third, 
it provides a 15 percent increase in annuities and pensions. 

Seliising the retirement age after many years of service is needed 
to care for those who lose their railroad positions at advanced ages 
but before they have reached 65. There are many instances through- 
out the Nation of employees whose positions have been abolished 
through no fault of their own at an age when they can no longer find 
other employment. Having given their lives to railroad service, 
they are not trained for other types of work, and they are at an age 
when it is difficult to find employment. Under the present rigid re- 
tirement age, they must wait until they reach the age of 65 to begin 
drawing benefits. Perhaps 65 as a retirement age is not a great hard- 
ship on railroaders who can remain in their employment until reach- 
ing that age, but it does seem that Congress should attempt to give 
some relief to these employees who without fault, lose their positions 
a few years before reaching that age. 

Further, year by year, railroad employees have seen consideration 
given to retirees but little to those employed and hoping for retire- 
ment. Many present employees see this suggested provisions as one 
of direct and important benefit to themselves. 
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There are many retired rail workers in the district which I rep- 
resent. Through conversations and correspondence with them, I have 
become acutely conscious of the financial problems which they face. 
It was their misfortune to have worked at a time when our Nation 
was not. as rich as it is today. Many of them had little opportunity to 
accumulate for their old age. Those who could save for their retire- 
ment found the purchasing power of their dollars halved by the in- 
flation resulting, among other causes, from two major international 
conflicts. Upon retiring, they found that their railroad retirement 
annuities were based upon the artificially low standard of their wages 
when money had about twice the purchasing power it now has. These 
people do not share in our Nation’s present prosperity. We are al- 
ways in a depression as far as these people are concerned. 

This demonstrates a need for a more liberal standard for measur- 
ing annuities based upon pre-1937 earnings. The second provision of 
my bill would free annuitants from the requirement that their pre- 
1937 earnings be based upon average earnings for the years 1924-31. 
Those were generally low-income years, particularly as they reflect 
economic conditions during the early years of the depression. 

While the two provisions discussed above are designed to ease 
hardships on special classes of annuitants, all annuitants would be 
benefited by the 15 percent increase. There is a general economic 
problem shared by all annuitants, which would be greatly improved 
by enactment of this 15 percent increase. 

I have asked whether these increases can be financed on an actuarially 
sound basis. I am not an actuary, and I would prefer to leave the 
major burden of the actuarial arguments to Mr. Thomas Stack, presi- 
dent of the National Railroad Pension Forum, Inc., who will testify 
later in behalf of H. R. 3087. Mr. Stack and his organization have 
taken considerable interest in this proposal. He has made an in- 
tensive study of methods of financing these benefits. 

However, I might say that I believe a diligent effort to find means: 
of financing additional benefits might well be successful. For example, 
increases might be made possible by investing railroad retirement funds 
at a higher rate of interest than the 3 percent now received from the 
Government on the reserve fund of about $3.5 billion. The Joint Com- 
mittee on Railroad Retirement Legislation recognized this as a pos- 
sibility for raising benefits on a sound basis. The committee report, 
Senate Report No. 6, part I, January 9, 1953, discusses this matter on 
pages 427-434. The report discusses several possibilities for increasing 
the rate of return. On page 433, concerning the possibility of invest- 
ing a portion of the reserve in Government-guaranteed real estate 
mortgages, it says: 

While some risk of loss is involved in insured mortgages it was suggested that 
a net yield somewhat in excess of 3 percent probably could be secured over a 
period of years. 

Thank you, again, Mr. Chairman, for permitting me to appear here 
today to testify in favor of H. R. 3087. 

Mr. Harris. Does that conclude your statement ? 

Mr. Bennett. It does, sir. 

Mr. Harris. Mr. Williams, any questions ? 

Mr. Wriu1aMs. I have no questions. 

Mr. Harris. Mr. Hale? 
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Mr. Hate. Yes, Mr. Chairman. Mr. Bennett, I was interested in 
the suggestion that the fund might be invested to get a better return. 
Have you any specific suggestions along those lines ? 

Mr. Bennett. Well, Mr. Stack is going to be more specific on that 
than lam. I have given it a good deal of thought, however. When I 
was before the committee last year, I made that suggestion. 

I would like to point out that this fund is more rigidly, more tightly 
invested than any other fund that I know of. For instance, the Fed- 
eral Reserve System is much more liberal than this system. I see no 
reason for that excessive rigidity, and tightness, of investment when 
no organization that I know of has the tight requirements that are re- 
quired here. There are various standards and criteria which are in 
that report which I referred to. Some of them take the laws of three 
of the most conservative States and say that anything that can be in- 
vested in those States can be invested by the System. I think that is 
about the method of the Federal Reserve System. 

But there are many more liberal types of investment than this. I 
would not suggest that it be thrown completely wide open, but I would 
suggest that on an experimental basis with as large a sum as $3.5 
billion it makes common sense to invest part of it in more liberal ac- 
tivity, and I would suggest that a law would be a very fine law which 
would say that 25 or 20 percent of this would be under a different 
criteria than the remaining amount. 

Mr. Harr. Would you invest in such obligations as State bonds? 

Mr. Bennett. Certainly the obligations of most States in this day 
are sound. As I said in my statement, I am not primarily a man 
particularly well versed in investments. I could not a, manufacture 
here the terms that I would put into such a law, but I would just 
suggest as a matter of example that I personally would favor us 
going to at least as liberal a system as they have under the Federal 
Reserve System, and in so doing it would amount to millions of dollars 
of increased income. 

Mr. Hate. I do not know what the Federal Reserve System is. 

Mr. Bennett. The details of it I would not know myself. I do 
not purport to be an authority. I just feel very strongly that we 
should have a more liberal system and attention should be given to it. 

Mr. Hate. I think all of us would like to increase the income of 
the fund if we could with propriety. But you would not go to the 
point, for example, of saying that they should buy common stocks; 
would you? 

Mr. Bennett. I do not feel equipped by training or by knowledge 
to give such offhand opinions. I could make guesses, but I do not 
really think it would help the record of this case for me to make such 
statements. I do not feel that there are ways of finding safe ways of 
investing on a more liberal basis than the present 3 percent that now 
exists, and it is obvious that there are, because there are many organi- 
zations chartered by States and by the Federal Government which do 
that very thing. There is no reason why this fund should be so 
tightly held, in my opinion. MT 

I wish I were better equipped to give you some specific information. 

Mr. Hate. You raise a very interesting point, and one certainly 
well worth thinking about. 

Mr. Bennetr. Thank you very much. 

Are there any other questions ‘ 
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Mr. Harris. Mr. Friedel ? 

Mr. Frrepe.. I am not here to question, but I am here to speak in 
behalf of my bill. 

Mr. Harris. You are perfectly welcome and we are glad for you 
to ask any questions as a member of the committee. 

Mr. Friepet. Thank you. I just wish to file a statement when my 
turn comes. 

Mr. Harris. Mr. Dolliver? 

Mr. Dotuiver, No questions. 

Mr. Harris. On that question of the Senate report, Mr. Bennett, 
I wanted to say that as a member of the joint committee I recall very 
well the discussion and consideration that led to the suggestion that 
this method might be pursued toward trying to find additional funds. 

We were faced with the problem of trying to find some method of 
obtaining additional funds to meet these benefit payments. On the 
other hand, you may recall that we were also faced with a fight on the 
floor of the House and in the Appropriations Commitee, where an 
attempt was made to knock out that provision whereby the Govern- 
ment was paying this interest. Naturally, we have to be extremely 
careful about going to other sources for investing the reserves, because 
you can never tell what will happen and, therefore, caution has to be 
used with reference to the investment of this reserve fund. 

I am glad to have your views on this subject because I realize that 
we are assuming a responsibility here where the lives of many thou- 
sands of people are involved. I know what happens when a mistake 
ismade. You will recall in years gone by when families in their later 
days had all of their investments snapped out from them. Banks were 
closed, investments were gone, and reserves were gone. You will 
recall the conditions under which they were left. 

It behooves all of us, of course, to see that nothing like that happens 
again. We have to make the safest investment possible in order to get 
the most out of it. 

In regard to other suggestions for increasing the income of the 
fund, you did use generalities. I think it would be helpful to the com- 
mittee if you could give us some a suggestions. 

Mr. Bennett. Last year you asked me to give specific statements, 
and I wrote the committee and gave the committee specific statements. 
I am just not prepared for that this morning. You have that in your 
files. 

One thing I feel very deeply about is that I just do not feel that 
these railroad retirement funds should be more strictly held than the 
reserve funds. I think if you went to the criteria of the Federal 
Reserve I think you would find that you would pick up a substantial 
number of millions of dollars a year. I do not know how much of this 
program that I have introduced would be financed by it. 

Mr. Harris. What was that about the Federal Reserve? 

Mr. Bennett. I gave that in a letter form, Mr. Chairman, to your 
committee. 

Mr. Harris. Do we have that information, Mr. Clerk? 

The Crerx. Not in this hearing, sir. 

Mr. Harrts. I recall your being before this committee and your 
making a very fine statement, and a forceful statement, and one which 
received very strong consideration. I want you to know that. Every 
member appreciated your interest in the retired railroad employees. 

75199—56——5 
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Since our committee does not have that letter, or has misplaced it, I 
wonder if you could supply us with a copy. 

Mr. Bennett. I will. 

Mr. Harris. Do that for the committee, and let it go into the record 
at this point. 

(The letter referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 1, 1955. 
Hon. OREN Harris, 
Chairman, Subcommittee on Transportation and Communications, 
House Interstate and Foreign Commerce Committee, 
Washington 25, D. C. 

DearR Mr. CHAIRMAN: When I was testifying before your subcommittee on 
June 17 I was asked how increases proposed by my bill, H. R. 3087, might be 
financed. I answered that increases might be made possible by investing rail- 
road retirement funds at a higher rate of interest than the 3 percent now re- 
ceived from the Government. I promised to give the subcommittee some ad- 
ditional information on this possibility, and I am happy to do so by means of 
this letter. 

The Joint Committee on Railroad Retirement Legislation, on which you ably 
served, recognized this as a possibility for raising retirement benefits on a sound 
basis. The committee report (S. Rept. 6, pt. I, January 9, 1953) discussed this 

matter on pages 427-434. The report points out on pages 428-429 that the re- 
tirement system of the Federal Reserve banks (Board of Governors) invested 
approximately 24 percent of its investments in preferred and common stocks. 
On page 16 of the 19th Annual Report of the Retirement System of the Federal 
Reserve Banks, it is reported that as of February 28, 1953, average yields of 
stocks held by that retirement system was 4 percent for preferred stocks and 
5.99 percent for common stocks. This indicates that permitting investment of 
about 20 percent of the reserve funds in some type of ownership certificates 
would yield an increased return which could be used to liberalize benefits. 

On pages 432-433, the joint committee report discusses the possibility of in- 
vesting a portion of the reserve in Government guaranteed real-estate mortgages. 
On page 433, the following conclusion is reached : 

“While some risk of loss is involved in insured mortgages it was suggested 
that a net yield somewhat in excess of 3 percent probably could be secured over 
a period of time.” 

Several months ago, I drafted two bills which would permit investing reserve 
funds in investments yielding a higher rate of return. I am enclosing copies of 
these bills together with explanatory memoranda. I have not introduced these 
bills because I have not yet felt that they were perfected to the extent I would 
like. They represent the best thinking I have yet been able to muster as to a 
program for greater returns on these investments and for the funding ue ad- 
ditional retirement benefits. 

With kindest regards, I am 

Sincerely, 
CHARLES E. BENNETT, M. C. 


{H. R. —, 83d Cong., 2d sess.] 


A BILL To authorize the Railroad Retirement Board to make loans from the Railroad 
Retirement Account to railway labor organizations to provide housing for persons 
receiving railroad retirement annuities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 15 (b) of the Railroad Retire- 
ment Act of 1937, as amended, is amended— 

(1) by inserting “(1)” after “(b)”; 

(2) by inserting “(other than amounts used to make loans under paragraph 
(2))” after “amounts credited to the account” in the first sentence; and 

(3) by adding at the end thereof the following new paragraph: 

“(2) The Board is authorized to use funds in the Railroad Retirement Account 
to make loans under this paragraph to labor organizations duly authorized and 
designated to represent employees in accordance with the Railway Labor Act. 
Such loans shall be used solely to finance the acquisition, by such organizations, 
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of housing accommodations to be occupied by individuals. who receive annuities 
under this Act, and their families. The Board may also use funds in the account 
to make advances on such loans during construction of such housing accommoda- 
tions. The total principal amounts of all such loans and advances outstanding 
at any one time shall not exceed $10,000,000, and the principal amount of each 
loan shall not exceed 95 per centum of the appraised value of the property (in- 
cluding land) involved. Each loan shall bear interest at the rate of 4 per 
centum per annum; shall be secured by a mortgage on the property involved ; 
and shall be subject to such additional terms and conditions as the Board may 
prescribe. In carrying out this paragraph, the Board may— 
“(A) sue and be sued in its official capacity in any court of competent 
jurisdiction, State or Federal ; 
“(B) pay, compromise, waive, or release any right, title, claim, demand, 
or lien, including any equity or right of redemption; and 
“(C) purchase and take title to property; sell, exchange, assign, convey, 
or otherwise dispose of property ; and complete, administer, operate, main- 
tain, renovate, repair, modernize, lease, obtain, and pay for insurance on, 
and otherwise deal with property. 
The powers granted by this paragraph may be exercised without regard to any 
other provision of law which otherwise would govern the expenditure of public 
funds, except that section 3709 of the Revised Statutes shall apply to any con- 
tract for services or supplies on account of any property acquired under this 
paragraph if the amount of such contract exceeds $1,000. The financial trans- 
actions of the Board in carrying out this paragraph shall be final and conclusive 
upon all officers of the Government. The acquisition of any property under this 
paragraph shall not deprive any State or political subdivision thereof of its 
civil or criminal jurisdiction of, on, or over such property (including power to 
tax) or impair the rights under the State or local law of any person on such 
property.” 


{H. R. —, 83d Cong., 2d sess. ] 


A BILL To authorize the Railroad Retirement Board to invest a portion of the funds in the 
Railroad Retirement Account in nonvoting ownership securities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 15 (b) of the Railroad Retire- 
ment Act of 1937, as amended, is amended— 

(1) by inserting “(1)” after “(b) ; 

(2) by inserting “(other than the amounts to be set aside and invested by the 
Board under paragraph (2))” after “amounts credited to the account” in the 
first sentence; and 

(3) by adding at the end thereof the following new paragraph : 

“(2) A sum equal to 20 percent of the total amount credited to the Railroad 
Retirement Account on the date of the enactment of this paragraph may be set 
aside and invested by the Board, upon the advice of professional investment 
counsellors appointed by it, in nonvoting ownership securities which at the time 
of such investment by the Board are permitted for the investment of the funds 
of life insurance companies incorporated under the laws of the States of Massa- 
chusetts, Connecticut, or New York or for the investment by trustees of trust 
funds under the laws of any of such States; but not more than 5 percent of the 
total amount invested by the Board under this paragraph may be invested in any 
one security. One-third of the investments authorized by this paragraph shall be 
made within one year after the date of the enactment of this paragraph, one- 
third within two years after such date, and one-third within three years after 
such date. The Board shall sell and dispose of any such securities whenever it 
is found to be in the interest of the account to do so.” [ 


MEMORANDUM ON RETIRED RAIL WORKERS’ Hovusine BILL 
Drafted by Charles E. Bennett, M. C. 
SUMMARY AND EXPLANATION OF BILL 


The bill is permissive only. There is no requirement that the Board make the 
loans authorized in the bill. The Board is authorized to make loans from funds 
in the railroad retirement account to labor organizations authorized to represent 
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employees under the Railway Labor Act. Loans could only be used to finance 
acquisition by such organizations of housing accommodations to be occupied by 
individuals who receive annuities, and their families. Not more than $10 million 
may be outstanding at any one time. No loan would exceed 95 percent of the 
appraised value of the property. Each loan would bear 4 percent interest and 
would be secured by mortgage on the property. The Board is given powers neces- 
sary to allow it to make and foreclose on loans. The property so acquired would 
remain subject to State and local taxes, a provision which should facilitate 
passage of the bill. 
PURPOSES OF BILL 


1. To increase return on investment of a portion of the railroad retirement 
funds from 3 percent to 4 percent. 

2. To make possible low-cost housing for annuitants and their families. 

3. To assist and encourage railroad brotherhoods and unions to construct 
homes and housing facilities for their retired members by allowing them to bor- 
row up to 95 percent of housing costs at a rate of interest which is unusually 


low. 





MEMORANDUM ON OWNERSHIP SECURITY BILL 


Drafted by Charles E. Bennett, M. C. 
PURPOSE OF BILL 


To make possible actuarially sound increases in railroad retirement benefits 
without increasing contributions. This would be done by increasing the return 
on the investment of reserve funds. 


SUMMARY AND EXPLANATION OF BILL 


The bill is mandatory, not permissive. The Board must invest the percentage 
specified and by the times specified. The percentage of the fund which is to be 
invested is 20 percent. This may be too high or too low, but it can be changed 
prior to introducing the bill. 

The investment is to be in nonvoting ownership securities. The requirement 
that they must be ownership securities is to insure that the investment will be 
a true hedge against inflation. The requirement that the securities be nonvoting 
is to prevent the Board as an agency of the Federal Government from exercising 
control or voting influence over private corporations. 

Investments are limited to those permitted for the investment of funds of life- 
insurance companies incorporated under the laws of Massachusetts, Connecticut, 
or New York or for the investment of trust funds under the laws of any of such 
States. This is to limit investments to safe securities. It is based upon the 
requirement in section 7 (3) of the rules and regulations of the retirement 
system of the Federal Reserve banks. There is a discussion below of the experi- 
ence of the Federal Reserve bank retirement fund under this. requirement: 

The requirement that not more than 5 percent of the-total amount invested 
can be invested in any one security is for the purpose of achieving safety through 
diversification. 

One-third of the investments authorized would be made within 1 year after 
enactment of the bill, one-third within 2 years, and one-third within 3 years. 
This is to give the Board time to invest carefully and wisely. This period may 
or may not be too short. 

The Board is empowered to sell securities whenever it is found to be in the 
interest of the account to do so. 


Present means of investing reserves 


By law railroad-retirement reserves must be invested in United States Govern- 
ment bonds, for which the Treasury must pay 3 percent per annum. 


Difficulties of present method 

1. No protection against inflation: While there are ups and downs in the 
value of the dollar from month to month or year to year, economic history shows 
that over periods of 20 or 30 years, the dollar almost always depreciates in 
value. Investment counselors usually recommend that a portion of a fund be 
invested in securities which rise and fall with the price level, as a protection 
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against inflation. Without an investment of at least a portion of the railroad- 
retirement reserve funds in such investments, it seems that the dollars con- 
tributed by young railroad workers today will almost certainly depreciate in 
value before being returned 30 or 40 years hence in the form of annuities. 

2. Low return: The experience of other retirement systems, particularly that 
of the Federal Reserve banks outlined below, show that a better return than 
3 percent can be obtained from certain investments in ownership securities. 


Experience of retirement system of the Federal Reserve banks 

As pointed out above, the bill adopts the requirement of section 7 (3) of the 
rules and regulations of the retirement system of the Federal Reserve banks. 
Paragraph (3) reads in part as follows: 

“The funds of the system shall be invested and reinvested in such investments 
as may from time to time be permitted for the investment of the funds of life- 
insurance companies incorporated under the laws of the States of Massachusetts, 
Connecticut, or New York or as may from time to time be permitted for the 
investment by trustees of trust funds under the laws of any such States.” 

On February 28, 1953, about 8.5 percent of the total investments in the Federal 
Reserve bank retirement fund was in preferred stocks and about 13.2 percent 
in common stocks (table 1, p. 13)... For the year ending February 28, 1953, 
the average yields on all preferred stocks in the fund was 4 percent, while 
those of common stocks was 5.99 percent (table IV, p. 16). 

In his letter of June 2, 1954, to Congressman Bennett, Chairman William 
McC. Martin, Jr., of the Federal Reserve Board of Governors, quoted the follow- 
ing statement of Mrs. Valerie R. Frank, secretary of the retirement system : 

“The retirement system of the Federal Reserve banks first invested in pre- 
ferred stocks in 1940, and first invested in common stocks in the year 1947. 
There have been, of course, some fluctuations in market values over the years. 
As of the end of the latest fiscal year ended February 28, 1954, the market value 
of preferred stocks held amounted to $12,530,758.75, and book value (amortized 
cost) amounted to $12,657,631.41, a net decline of $126,872.66; the market value 
of common stocks held was $25,275,898.99, and the book value (cost) was 
$19,757,491.87, a net appreciation of $5,518,407.12.” 

From this, it appears that the net increase in value of stocks since stocks 
were first purchased has been over $5 million. 


Mr. Bennett. I have introduced this bill, Mr. Chairman, because of 
a large ground swell for this type of legislation. When I introduced 
it, I told the people who came to me and asked for its introduction that 
I am not an actuary, that I knew the committee would have a serious 
responsibility in finding the funds for this, and I was not setting 
myself up as a person who knew that it could be financed. I did not 
even suggest to those people that I thought there was any source of 
money that could be used for this. But I made an effort to find out 
if there was some place where it could be financed, and I found to my 
surprise that the funds invested by the Railroad Retirement Board 
are very conservatively invested, and there are many other organiza- 
tions which have a more liberal investment policy allowed to them. 

Mr. Harris. Of course, you fully realize that there are many mil- 
lions of people all over the United States that use this same method 
to be sure that what savings they have, whether small or substantial, 
are invested where it would be as safe as our economy in this country 
would make it, and that is into bonds, even at a lower rate of interest. 

Mr. Bennett. Yes, but I think that anybody who was handling 
3.5 billions of dollars ought to have a certain percentage of it in more 
liberal types of investment than Government bonds. I know I would 
have, and I know you would have. 

Mr. Dotutver. Would the gentleman yield at that point? 

Mr. Harris. Yes. 


1 Citations are to Nineteenth Annual Report, Retirement System of the Federal Reserve 
Banks, February 28, 1953. 
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Mr. Dotiiver. That raises this question in my mind, Mr. Bennett. 
If you put upon the Railroad Retirement Board not only the responsi- 
bilities of administering this fund but also the administration of an 
investment fund in a wide variety of investments, have you not put 
upon them an additional and a very difficult burden in many respects ? 

Mr. Bennett. It certainly is an additional burden. I think it is a 
difficult burden. But I think with $3.5 billions anybody has a sub- 
stantial responsibility. 

Mr. Dottiver. Is it not true that at the present time the investment 
is automatically in Federal funds, and the Board has no discretion 
and in a sense they have no responsibility about the investment of 
these funds? The whole picture would be changed if your proposal 
were put into effect. You agree to that, do you? 

Mr. Bennett. That is my understanding of it, and I think it should 
be changed. 

Mr. Harris. I want to comment on the statement you made a mo- 
ment ago about the ground swell from the country for your bill. I 
think you might be interested in knowing that I have received, and I 
am sure every member of this committee has received, hundreds and 
hundreds of letters from all over the country in support of your bill. 
We know that you did not bring that about. 

Mr. Bennett. I certainly did not. Asa matter of fact, I was rather 
surprised. 

Mr. Harrts. I am saying this to you so that you know that the 
members of this committee have been getting many, many com- 
munications. 

Mr. Bennett. I myself have had thousands, I suspect. 

Mr. Harris. We realize your interest in this legislation and the 
sincerity of your statement. 

Mr. Bennett. I want to emphasize again that I certainly do not 
want anything I do to be a platform for jeopardizing or endangering 
this lifeblood of people who live on these funds. If anything Tints 
suggested is so liberal that it would endanger the funds, then I cer- 
tainly would not be for it, and I repudiate my own baby. But I do 
feel that there is a ground for increasing the liberality. 

Mr. Harris. Have you had occasion to see the latest actuarial report 
of the Railroad Retirement Board ? 

Mr. Bennett. Yes, and I read what it said about this bill. 

Mr. Harris. I did not read that. I do not believe the report itself 
had anything to say about your bill. 

Mr. Bennerr. Maybe it does not. Maybe it was a report from the 
committee that I read. 

Mr. Harris. I am talking about the railroad retirement account 
which, according to the actuaries, is operating nearly 2 percent on the 
deficit side. I think the cost of the system is 14.13 percent of payroll, 
compared to an income of 12.5 percent of payroll. 

r. Bennett. That is all the more reason for seeking a greater 
liberality of investment. 

I introduced this bill without a knowledge that it could be financed, 
and I told the people most interested in it that I did not know whether 
it could be financed. I do not know whether it can be financed. I 
do not have the education, the statistical background, the figures and 
‘facts which would let me know that. If we waited every time to in- 
troduce a bill until we knew positively that it could be financed, no 
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bill would be introduced, because I do not believe that any single 
Member of Congress has that information. I told them that I was 
not aware of the actuarial soundness of this bill, but I would present 
this to the committee when it came up. 

Mr. Harris. I hope our colleague does not in any way get the im- 
pression that there 1s any implication in the questions that we have 
asked about your having introduced the bill. It certainly shows your 
interest, and we want to compliment you for it. 

Does your bill provide for any additional payments to the fund? 
I believe it does not. 

Mr. Bennett. No, it does not. It would cost, unless there was 
some arrangement made for financing it. That is not in the bill. 

Mr. Harris. I had not intended to ask you anything about that 
phase of it, because you said in your statement that you would have 
other witnesses that would discuss that phase of it. 

Mr. Hale had a question. 

Mr. Hate. I just wanted to say that when you come to this question 
of how a fund of this character should be invested, you have a lot 
of things to think about besides the safety of the fund and the return 
on the fund. For example, if you allow a fund of this kind to buy 
the bonds of States, then I can see that you make the Federal Gov- 
ernment a creditor, or, in effect, the Federal Government becomes the 
creditor of a lot of States. If you allow a fund of this kind to buy 
common stock, the first thing you know the Government would be 
owning General Motors. ‘There has been considerable discussion about 
the ownership of common stocks by great colleges and universities, 
which, in effect, places these institutions in industry It is a delicate, 
tricky thing when you think about the implications of public policy 
all the way around. 

Mr. Bennett. Well, you certainly have given me some food for 
thought there. It just seems to me that since there are a number 
of very conservative organizations in our country which do have 
a more liberal policy, that some additional money could be found in 
that way. I do realize, in view of what you and Mr. Dolliver have 
said, that there are some special problems about ;this particular fund 
which are not in most funds. 

Mr. Harris. Thank you very much. 

Mr. Bennett. Thank you. 

Mr. Harris. One of our colleagues whom we highly esteem, a mem- 
ber of the committee, has a bill, H. R. 3590, that, I believe, is identical 
to this one. Mr. Friedel, who introduced it, is with us this morning. 

We will be glad to hear from you, sir. 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Frrepet. Mr. Chairman, and members of the committee, may 
I first thank you for the opportunity you have given me to appear 
here today in favor of my bill H. R. 3590. 

Mr. Harris. I may say I believe this is the first time since our col- 
league has been a member of the committee that he has appeared be- 
fore us as a witness. 

Mr. Friepex. I thank you for the opportunity. 
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This bill is identical to the bill that my colleague, Congressman 
Bennett, introduced. Rather than to be repetitious and prolong the 
hearing, I would like to insert my statement into the record at this 
point. 

Mr. Harris. Without objection it will be received. We are glad to 
ave it. 

(Mr. Friedel’s statement follows:) 


Mr. Chairman and members of the committee; may I first thank you for the 
opportunity you have given me to appear here today in favor of my bill, H. R. 3590, 
which is supported by a large majority of railroad employees. I have received 
hundreds of letters and post cards from rail employees urging favorable con- 
sideration vf this legislation, which should give you some indication of their 
views. 

H. R. 3590 proposes to make three material changes in our present act. The 
first of these provides retirement at age 60 years with 30 years of service or 35 
years service, regardless of age. There is a sorely felt need for passage of such an 
amendment. As you know, modernization of railroading has deprived many 
worthy employees of their life-long jobs in specialized railroad service. Many 
of these fine people have been thrown out of work because of the use of diesel 
engines and other causes. Many have had to use all their savings, sell their 
homes and in the ebbing years of their lives been forced to seek relief through city, 
county and State welfare agencies. It would be an act of mercy if the retire- 
ment plan that they paid taxes into for so long a time could help them now. 

My bill proposes to eliminate the “test period” 1924-1931 which is used today 
to determine rail annuities where service was performed prior to the taxing pro- 
vision of the act, January 1, 1987. This period covered the depression era of 
1929-1930 and has no relation to our present economy. It is entirely out of line 
with current earning power of railroad men and women. Even Social Security 
has recognized this principle. A social Security annuity is based on the four high- 
est years of earnings. This feature alone reduces the rail annuity of all those who 
were in the service prior to 1937. In lieu of this, H. R. 3590 would substitute the 
5 years of highest earnings. 

H. R. 3590 provides a 15 percent increase in all rail pensions and annuities. 
It has been almost 5 years since any increase was given to our retired railroad 
workers although many increases have been granted to labor in this interval. 
The retired railroad employee must live, too. His medical care creates a burden 
that under present conditions cannot be overcome. Today many railroad retire- 
ment beneficiaries receive compensation from charitable agencies to supplement 
their meager rail pension and annuity. It is time we did something to help him. 

The cost element of this bill is a very vital factor. I myself do not profess to be 
an expert on this subject. However, it is my understanding that today there is 
3.5 billion in the Railroad Retirement Reserve, that is not considered a reserve 
in the sense of the word, but is chargeable to future liabilities, based on pro- 
jections over a period of 50 years. I am told this reserve is growing each year, 
with the Government using the money for current expenses. It has been sug- 
gested that these projections should be extended over a much shorter period— 
say 20, but not more than 25 years if the level cost basis is continued. It is very 
difficult to call upon either the railroads or their employees for additional moneys 
to support the system while such huge reserves are credited to the account. 

With further regard to the cost element of this bill, I should like to submit for 
your consideration the following. Effective December 1, 1951, all railroad em- 
ployees were reinsured under Social Security, so that the Social Security System 
pays a major part of Railroad Retirement benefits. Take for example, the very 
limited number that receive the maximum Railroad Retirement annuity of 
$165.60 per month. Social Security reimburses the Railroad Retirement Board 
$108.50; whereas they only pay $57.10 of this amount. In many cases, mostly in 
the lower brackets, Social Security reimburses the Railroad Retirement Board 
the full amount. 

The 6th actuarial survey of the Railroad Retirement Account, page 22a shows 
6,346,700 employees with less than 10 years—or 120 months of rail service were 
removed entirely from the books of the Railroad Retirement Board, and their 
benefits were payable exclusively by Social Security. In other words, the Board 
reimbursed the Social Security System 4 percent on those employees, while 
the Board actually collected 124% percent from the wages of these same em- 
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ployees—a profit of 8% percent. This vast additional capital has been placed to 
the credit of the Retirement Board. 

I trust that the committee will give this bill its most careful consideration, and 
if at all possible, approve it in whole or in part. 

Mr. Friepext. I heartily concur in everything that Congressman 
Bennett said. I would like to state one point, that as far as liberaliz- 
ing the investments, I do know there are a lot of good State bonds, 
very, very good and healthy, and maybe that might be a field where 
they "could invest money. We have a civil-service pension system in 
Baltimore. They have liberalized their plans for investing the money 
for the pensioners, and they have done wonders. They are all safe 
and sr investments. That may be a good avenue to consider. 

Mr. Harris. Does that conclude your statement ? 

Mr. Frrepet Yes, Mr. Chairman, and thank you very much. 

Mr. Harris. Thank you very much. We are glad to have your 
statement. 

Mr. Harz. What is the number of Mr. Friedel’s bill, Mr. Chairman ? 

Mr. Harts. 3590. It is an identical bill to Mr. Bennett’s bill, 3087. 
In fact, there are a number of bills which are companion bills. 

We have our good friend and colleague from South Carolina, Mr. 
Dorn, who introduced a companion bill, H. R. 3209. Would you dis- 
cuss your bill, Mr. Dorn? 


STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. Iam going to only take a moment to say that I am in favor of 
this bill, or certainly some of the major features of it, and that my 
mail has been running along the lines of these other gentlemen. I 
have had some very interesting letters on it. 

One widow states that her husband spent over 50 years in railroad 
work and died at 77. She is still receiving only $48 a month. 

My own agent at the railroad station in my home town says that he 
will have to work 48 years before he can be retired. 

I just think that some provisions of this act certainly can be studied 
carefully by this committee, and I am sure will be. Actually, I am 
not familiar with the technicalities of railroad retirement, but I have 
the utmost confidence in this committee and its counsel. 

The main point I get in talking with people and in the mail I get, 
is that the railroad industry is more or less a static industry and they 
do not anticipate in the future any more employees than they have 
today as a whole, although it might fluctuate a little bit. They seem 
to think that if more of the older fellows can be retired it will give 
employment to some of the younger ones wishing to enter railroad 
work. Therefore, they urge that serious consideration be given to 
retirement at 60 after 30 years or after 35 years at any age, and an 
increase in the annuities. 

As to how it is to be financed, I would not dare try to suggest to 
this committee or to the Railroad Retirement Board. But I do think 
there are some things that probably could be worked out. 

Mr. Chairman, that is all I have to say. I hesitate to take up any 
more time of the committee. I would like you to know that my bill 
is similar to quite a few others which have been introduced. 
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I appreciate the committee holding hearings so early in the ses- 
sion so that these bills can be given the consideration and study that 
is needed. I have, again, the utmost confidence in the committee, and 
if they can work out something I know they will, without jeopardiz- 
ing the fund. 

I understand the fund is increasing all the time without any great 
overall increase in the number of employees in the railroad industry. 

As far as investments, I would not dare to suggest to them. It isa 
question that warrants very serious study. I would not go back 
to my people and advocate something which will jeopardize the future 
of this fund. 

Thank you, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Dorn. 

Are there any questions of Mr. Dorn? 

Mr. Hate. No. 

Mr. Harris. Mr. Williams? 

Mr. Wixu1ams. Mr. Chairman, I do have one question. Perhaps 
I should have asked this question of Mr. Bennett and Mr. Friedel, 
also. 

You recognize the difficulty the committee is going to have in financ- 
ing these liberalizations, do you not, Mr. Dorn? 

Mr. Dorn. Yes, it is a very difficult situation. 

Mr. Wiiu1aMs. I am sure you realize also that if this bill were en- 
acted into law as it stands now the committee would have a tremendous 
burden on its shoulders so far as financing the bill is concerned. I 
am wondering what you might consider, because this is an all-in- 
clusive bill, the most pressing or the most salient feature of the bill, 
if you feel that there is a most important feature in the bill. 

Mr. Dorn. I gather from the people who have contacted me that 
the age, the retirement age of 60 after 30 years or after 35 years 
regardless of age, is probably the one that is most widely discussed. 
I would get that impression. I may be wrong. 

Mr. Wiu1ams. Apparently you do not feel that the method of com- 
puting annuities is proper now. Do you consider that of more im- 
portance than the lowering of the retirement age? 

Mr. Dorn. To this committee I would say “Yes,” probably so. But 
as to the average layman, I would say the other, the retirement age, 
is more important. 

Mr. Harris. That is of interest to me, too, I may say to my col- 
league. I understood you said that you feel probably the point of 
greatest interest to the greatest number is reducing the age require- 
ments for retirement on a full annuity to age 60 after 30 years of 
service or after 35 years regardless of age. Statistics furnished by 
the Railroad Retirement Board indicate that generally at age 65 the 
men do not retire and take their benefits, but they keep on working. 

I think the average railroad employee works until he is about 68 
or 69. If your bill were adopted do you think that the average rail- 
road employee would retire at age 60 ? 

Mr. Dorn. Well, the present trend, as you say, probably indicates 
otherwise. But if the retirement was attractive enough, I do not see 
why they should not. 

Mr. Hine. Of course if they got as much as they made working, 
that would be one thing. I am sure, however, tle gentleman knows 
it cannot be done. 
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Mr. Dorn. Of course. 

Mr. Harris. I wish there was some way that we could get data about 
this proposal. You cannot go out and ask the men what their inten- 
tions are because sometimes when they are 58 they feel like they would 
like to retire at 60, but when they reach 60 it is quite a different story. 
I am sure my colleague realizes that here in the House we have the 
optional retirement provision of 62. You do not find any Members 
of Congress retiring at 62. That is the reason I think it is rather 
important to understand what is behind the so-called ground swell or 
the particular interest in this phase of retirement, when the record 
indicates that the men do not retire at 60. 

This is a very interesting subject. I do not want to belabor the 
matter or delay you too long, but I did want to get a little more ex- 
planation about the friend that you mentioned who passed away at 
the age of 77, or maybe he had retired. What was that? 

Mr. Dorn. Mr. Chairman, the only information I have there is what 
the widow wrote to me. 

Mr. Harris. Was he still working at age 77 ? 

Mr. Dorn. No. He died, and she, the widow, is only getting $48. 
That is according to the letter she wrote me. 

Mr. Harrts. The reason I wanted to inquire a little more about that 
particular case is that she would not be affected by this bill at all 
except for the increase, is that true ¢ 

Mr. Dorn. That is true. 

Mr. Harris. You mentioned another case. 

Mr. Dorn. That was a younger fellow who is still working. He 
tells me that he will have to work 48 years before he can retire. 

Mr. Harris. Without mentioning his name, how old is he now? 

Mr. Dorn. I would say probably 40, 

Mr. Harris. How long has he been working ? 

Mr. Dorn. I do not know the exact number of years as to how long 
he has been working, but apparently a pretty good while, if what he 
told me is correct. 

Mr. Harris. You did not happen to ask him whether or not he 
planned to retire when he reached the age of 60, did you ? 

Mr. Dorn. No. I did not ask him that. 

Mr. Harrs. Well, thank you very much. We appreciate your in- 
terest and we know you are sincere in behalf of these people. We 
appreciate having your statement. 

I see another one of our colleagues on the committee who has a bill 
here in which he is interested. Of course, we are closely associated 
on this committee with our distinguished colleague from Michigan. 
We always like to give consideration to any peopel he has. 

This bill is H. R. 5702, by Mr. Bennett of Michigan. 

We are glad to welcome you in the capacity of a witness. Ordi- 
narily, you sit up here telling us what to do, and now you can tell us 
as a witness what we should do. 

Mr. Bennett. Thank you. 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bennett. I am speaking in behalf of H. R. 5702. I have a 
prepared statement which I would like to insert into the record, and 
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then I will briefly explain the bill, because I think the committee is 
quite familiar with it. I introduced this bill in the 83d Congress and 
reintroduced it in the last session. 

The committee adopted my bill as an amendment to a bill that was 
passed by the House and by the Congress during the first session of 
this Congress, H. R. 4744. However, because the committee had de- 
voted itself to only two or three special situations in H. R. 4744, it 
was felt that my bill would not be appropriate as an amendment at 
that particular time, and because there were many other bills that the 
committee wished to consider and had not considered. On that basis, 
I asked the committee permission to withdraw the amendment. 

Mr. Harris. May I say to our colleague that we recall very well 
what transpired at that time. I think I am correct in saying that 
every member of this committee appreciates the interest you have in 
any legislation that you introduce and sponsor. The gentleman from 
Michigan is to be highly commended for his action in this regard in the 
last session of Congress, it was done in an effort to get the other bill 
through. 

Mr. Bennett. I think the committee felt my bill was meritorious. 
What it does is simply this: It would take out of the present Rail- 
road Retirement Act the so-called last person employer clause. Peo- 
ple who receive disability annuities, or in fact any annuities, under 
the Railroad Retirement Act, are barred from railroad employment, 
naturally. But in the case of disabled annuitants, they are = barred 


from working for their last employer, if the last employer was not 
a railroad company. There may have been some good reasons for 
putting that provision in the original law. In 1937, it was very dif- 


ficult for a retired employee to find any supplementary work in ad- 
dition to his railroad job, and the provision was part of a sort of spread-: 
the-work philosophy during the depression. 

There is no such provision in the social-security law, and there is 
none in the Federal Civil Service Retirement Act. In my judgment, 
there is no basis for having it in the Retirement Act now. I think 
it is unfair and discriminatory to many people who have been badly 
treated, I think, because of that provision. 

I do not believe this will be too costly to the fund. I hope the 
committee in its consideration of the present proposed amendments 
will look with favor upon the addition of this particular amendment. 

Mr. Harris. We will be glad to have your entire statement included 
in the record at this point. 

(Mr. Bennett’s statement follows :) 


STATEMENT OF Hon. JOHN B. BENNETT IN Support or H..R. 5702, a Bit To 
AMEND THE RAILROAD RETIREMENT ACT 


My bill, H. R. 5702, provides for the repeal of the so-called last person em- 
ployer clauses in the present Railroad Retirement Act, the effect of which would 
be to permit certain employed persons to be paid annuities under such act. 

The specific provisions of my bill are as follows: 

(1) It would eliminate the present requirement in the Railroad Retirement 
Act that an applicant for a retirement annuity must cease service for any 
person, other than an “employer,” as that term is defined in the law, as a con- 
dition of eligibility for an annuity. 

(2) It would eliminate the present requirement that an applicant for a re- 
tirement annuity must relinquish his rights to return to the services of his last 
nonrailroad employer as a condition for the receipt of an annuity, and 
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(3) It would eliminate the present restriction on the payment of an annuity 
for any month during which the annuitant rendered compensated service to his 
last nonrailroad employer. 

As the law stands now, an applicant for an annuity payable under the Rail- 
road Retirement Act must give up not only his railroad employment but also 
must give up any job he holds for a nonrailroad employer. Once he receive® 
his annuity, he can return to work for anyone except a railroad or the last 
nonrailroad employer for whom he last worked prior to retirement. Let me 
illustrate the absurdity of this provision with the following example: 

John Smith, a railroad worker, has a part-time job in a grocery store. He 
applies for an annuity under the Railroad Retirement Act, and qualifies for it. 
Before he can receive such annuity, he must resign from the railroad and must 
resign from the job he has in the grocery store. And as a condition of the 
continued receipt of his annuity, he must not return to the employ of that grocery 
store. But the law permits him to work for any other grocery store, or any 
other employer in town. 

There may have been some good reasons for having that provision in the 
Railroad Retirement Act in 1937, but it does not make any sense now. In 1937, 
it was very difficult for a retired railroad employee to find any supplementary 
work in addition to his railroad job. This provision was a part of the spread- 
the-work philosophy during the depression. As a result, very few individuals 
were affected by this restriction. Today, jobs are more plentiful, and many active 
railroad workers have part-time jobs which they would like to continue in after 
retirement. I believe that these men should not be penalized for wanting to 
continue to work part time in a job they have held before retirement. 

Furthermore, these “last person” employer clauses are inequitable to railroad 
employees as compared with employees covered under the Federal Civil Service 
Retirement Act and the Social Security Act. A retired. civil-service employee is 
not required to give up his last employer, other than the Federal Government, 
in order to receive an annuity. He may continue to work for any employer, 
other than the Federal Government, and still receive his civil-service annuity. 
Similarly, an employee covered by the Social Security Act is not required to give 
up his last employer in order to qualify for an annuity under that act. Such 
employee may receive his full monthly benefits so long as he does not earn more 
than $1,200 a year, regardless of who his employer is. The Railroad Retirement 
Act, by contrast, prohibits the railroad annuitant from earning 1 cent in the 
service of his last nonrailroad employer without losing his entire annuity for 
that month. 

The Railroad Retirement Board has advised me that my proposed amendment 
would add only $8% million to the cost of the railroad retirement system, which 
is very slight. 

In my opinion, this restriction in the law is outmoded, inequitable, illogical, 
and should be repealed. My bill, H. R. 5702, provides for the removal of this 
restriction. 


Mr. Harris. I do not believe the hearings on H. R. 4744 in the last 
session of Congress had anything in it with respect to the “last per- 
son” employer clause, did it ! 

Mr. Bennett. No, there were hearings in the 83d Congress. I re- 
call asking some questions of some of the witnesses who testified when 
we were considering amendments at that time. I think that the 
Chairman of the Railroad Retirement Board discussed my bill, H. R. 
7843, and I think I asked him some questions about it. I also believe 
there is a report in our hearings of 2 years ago. 

Mr. Harris. Do you recall approximately how many people would 
be affected by it? 

Mr. Bennett. I do not know whether the report shows the number 
of people, but I think the Board estimated that it would cost the 
fund $8.5 million a year. I think it is an overestimate of what the 
cost would be. 

I hope that when the Railroad Retirement Board is here, a new 
estimate or appraisal of the cost of this particular proposal can be 
had from them, and also the number that would be affected. 
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Mr. Harris. I think it would be appropriate and desirable for the 
record that that be done. I might mention at this point that the com- 
mittee would like to extend an invitation to you to come down and be 
with us during the hearings when your bill will be discussed by the 
Railroad Retirement Board. Of course you know that every member 
of our committee is welcome to attend the hearings of any one of 
the subcommittees. 

Mr. Bennert. I appreciate the invitation, Mr. Chairman. 

Mr. Harris. Are there any questions from any member of the 
committee ? 

If not, thank you very much. We appreciate having had you here. 

Mr. Bennett. Thank you, sir. 

Mr. Harris. Mr. O’Konski, of Wisconsin, has introduced H. R. 
2026 and H. R. 4301. Mr. O’Konski, we will be pleased to have your 
testimony at this time. 


STATEMENT OF HON. ALVIN E. 0’KONSKI, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. O’Konsx1. Mr. Chairman, it was my intent by the introduction 
of H. R. 2026 to further amend the Railroad Retirement Act to permit 
wives—as well as widows—of retired railroad employees to receive 
both the social-security benefits to which they are entitled and a full 
Railroad Retirement spouse’s annuity. 

It seems only fair and just to me that when a woman has contributed 
from her own earnings to the social-security fund and is receiving 
those benefits to which she is entitled, she should not be penalized for 
her own industry by having her share of the railroad retirement 
spouse’s annuity cut by the amount of her social-security benefits. 

True, Public Law 383 did raise the ceiling on the wife’s annuity. 
However, in these days of high living costs, I definitely feel that a 
family should be permitted to receive the full annuities to which they 
are entitled and to which funds they contributed, in good faith, from 
their earnings. 

From the vast evidence in my files of widespread interest in this 
further amendment of the Railroad Retirement Act to permit wives 
to receive both amounts in full, I feel sure that every Member of Con- 
gress will recognize the importance to large segments in his own dis- 
trict of passage of such legislation. 

H. R. 4301, by liberalization of computation of annuities, will pro- 
vide an incentive for earlier retirement of active railroad workers, and 
thus alleviate the very serious unemployment problem that exists in 
the railroad industry, caused by the advent of diesel engines, and so 
forth. 

H. R. 4301 lowers the spouse’s eligibility age to 60, thus providing 
an incentive for the employee to retire earlier (in view of a husband’s 
usually being older than a wife) and not to wait until his wife reaches 
65 so that the family retirement income may reach the limits presently 
allowed. 

This bill provides for use of the 5 highest years of earnings, subse- 
quent to 1936, in computing the retired employee’s annuity. 

Mr. Harris. We thank you for your appearance and the informa- 
tion you have given the committee. 

Mr. O’Konsgt1. Thank you, Mr. Chairman. 
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Mr. Harris. The next member to appear before the subcommittee is 
Mr. Van Zandt, of Pennsylvania. 

We are glad to welcome you here before this committee.. You have 
appeared before us on many occasions, in the interest of many pro- 
posals amending the Railroad Retirement Act, and in the interest of 
the retired employees. I observe that our colleague has introduced a 
number of bills, H. R. 856, H. R. 858, H. R. 859, H. R. 861, H. R. 24438, 
H. R. 7982, H. R. 7983, H. R. 7984, H. R. 7985, H. R. 7986, H. R. 7987, 
H. R. 7988, H. R. 7989, and H. R. 7990. 

We will be glad to have you explain all of your proposed amend- 
ments, Mr. Van Zandt. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman and members: Once again I am 
grateful to you and the members of this committee for according me 
the privilege of appearing before you to explain the bills I have intro- 
duced to amend the Railroad Retirement Act. 

As all of you know, I represent a large group of active and retired 
railroad employees and at their request and in their interest, I intro- 
duced proposed amendments to the Railroad Retirement Act. 

Before Mibcudaling these amendments, I should like to convey to you 
the attitude of the active and retired railroad employees of my dis- 
trict, as I talked to many of them last fall during the congressional] 
recess. 

Not only did I find a lot of dissatisfaction, and may I repeat dis- 
satisfaction, among the retired people because of the failure of Con- 
gress to increase benefits, but I also found a general feeling among 
active railroaders that the Railroad Retirement Act should be re- 
vised for the purpose of providing more adequate benefits at the time 
of retirement. 

Mr. Chairman, the basis of the majority of complaints stems from 
the action of Congress last summer in approving an increase in spouse 
benefits. The widow and widower are the chief critics of what they 
call discriminatory action on the part of Congress. 

Frankly, I found it very difficult to answer a widow whose average 
monthly benefit check is in the neighborhood of $40 when she asked me 
if I could exist on the scale of benefits paid those in her category. 

In addition to the criticism that I received from the widow and 
widower on my visits to my Congressional District last fall, I en- 
countered a concerted and organized drive by actively employed rail- 
roaders, especially those in the Altoona, Pa., area where the largest 
railroad shops in the world are located, in support of amendments to 
permit retirement after 30 or 35 years of service, or at age 60, with the 
retirement annuity being computed on the 5 years of highest earnings 
and not less than one-half of the individual’s monthly compensation. 

Tn addition to the personal contacts I had with active railroaders in 
regard to the new formula of computing annuities, I have received 
posteards and petitions that contain in excess of 5,000 signatures in 
support of the proposed change in formula. 

Mr. Chairman, it is my understanding that this committee has re- 
ceived similar communications urging approval of these proposed 
amendments. 
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Mr. Harris. Your understanding is correct. 

Mr, Van Zanpr. Thank you. 

In all my statements regarding the possibility of liberalizing the 
Railroad Retirement Act and increasing benefits, I have stressed the 
absolute necessity of maintaining the stability of the retirement fund 
and keeping it in a solvent condition to guarantee the payments of 
present and future benefits with the highest degree of certainty. 

Regardless of the repeated admonition that the solvency of the 
retirement fund is of paramount consideration, there is an honest 
difference of opinion in disputing the assertion that benefits cannot 
be increased without a corresponding increase in payroll taxes. 

I called attention to this difference of opinion during the last session 
of Congress when I pleaded for an across-the-board increase in rail- 
road-retirement benefits. 

In this connection, the views I voiced the past 2 years that my con- 
stituents felt an increase in benefits would not impair the financial 
stability of the retirement fund are worthy of your close examination. 

While there is always room for an honest difference of opinion, in 
view of the widespread insistance that the Railroad Retirement Act 
be liberalized and benefits increased, I am certain that this committee 
will review the entire subject and hold adequate hearings at an early 
date so that final action can be taken on proposed amendments before 
the 84th Congress adjourns next summer. 

Mr. Chairman, I have pending before this committee 14 bills de- 
signed to amend the Railroad Retirement Act and I should like at 
this time to briefly describe them : 

H. R. 856 which provides full annuities at compensation of half 
salary or wages based on the 5 years of highest earnings, for individu- 
als who have completed 35 years of service or have attained the age 
of 60. 

H. R. 857 repealing the prohibition against the payment of dual 
benefits to widows which I introduced January 1955 was incorporated 
in the committee bill H. R. 4744, which became law last year and is 
now known as the 1955 amendments to the Railroad Retirement Act. 

H. R. 858 provides retirement on a full annuity at age 60 or after 
30 years of service and that such annuity for any month shall not be 
less than one-half of the individual’s average monthly compensation 
for the 5 years of highest earnings. 

Mr. Harris. What is the difference between H. R. 856 and H. R. 
858 ? 

Mr. Van Zanpr. One is 35 years of service and the other is 30 years 
of service. 

Mr. Harris. Is that the only difference ? 

Mr. Van Zanpr. Yes, sir. 

Mr. Harris. Which do you think would be the most desirable from 
your standpoint ¢ can thee? 

Mr. Van Zanvr. Well, I would appreciate it if you would let me 
conclude my statement and then I will answer your question. 

H. R. 859 provides for an across-the-board increase of 25 percent 
in the annuities and pensions payable to retired railroad employees 
or their survivors. This bill has been revised since its introduction 
because of changes made in the Railroad Retirement Act by the 1955 
amendments. The bill superseding H. R. 859 is H. R. 7984 which I 
introduced January 1956. 
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H. R. 2443 provides that an annuitant may be eligible for his re- 
tirement annuity even though he renders compensated service for an 
employer other than railroads by whom he was last employed before 
his annuity became effective. This bill covers the situation where a 
retired employee is denied the opportunity to serve as a clerical em- 
ployee of a church, civic, fraternal, or social organization. 

In regard to the series of bills which I have introduced during the 
present session of Congress, they are as follows: 

H. R. 7982 provides that the present dual benefit restrictions on 
spouses’ annuities shall be eliminated. If this bill becomes a law some 
6,000 spouses who have earned social security benefits in their own 
right will be entitled to receive such benefits without having the 
amount deducted from their railroad retirement benefits as is being 
done at the present time. 

H. R. 7984 supersedes H. R. 859 and provides for a 25 percent across- 
the-board increase in the annuities and pensions payable to retired 
railroad employees, their widows or other survivors. This bill is a 
revision of H. R. 859 and is necessary because of changes made by the 
1955 amendments to the Railroad Retirement Act. 

H. R. 7990 provides a 10 percent across-the-board increase in the 
annuities and pensions savible to retired railroad employees, their 
widows or other survivors. 

H. R. 7988 provides a 15 percent across-the-board increase in the an- 
nuities and pensions payable to retired railroad employees, their 
widows or other survivors. 

H. R. 7986 provides a 20 percent across-the-board increase in the 
annuities and pensions payable to retired railroad employees, their 
widows or other survivors. 

H. R. 7983 is a bill designed to provide a 25 percent increase in 
widows’ annuities. 

H. R. 7989 provides a 10 percent increase in widows’ annuities. 

H. R. 7987 provides a 15 percent increase in widows’ annuities. 

H. R. 7985 provides a 20 percent increase in widows’ annuities. 

Mr. Chairman, it is my understanding that the eee to ap- 
pear before this committee is a means of affording Members of Con- 
rress a chance to explain as briefly as possible the bills they have pend- 
ing before this committee with respect to amending the Railroad Re- 
tirement Act. 

Mr. Chairman, in accordance with information you have furnished 
me, I am pleased that you plan to hold public hearings at a later date, 
at which time I hope it will be possible to have a more general and 
detailed discussion of the proposed legislation. 

I wish to thank you, Mr. Chairman, and members of the committee 
for the opportunity to present the views of my constituents who reside 
in a heavily populated railroad district. 

In conclusion I have translated the wishes of my constituents into 
legislative amendments and I assure you that I appreciate your in- 
tention to consider these proposed amendments to the Railroad Re- 
tirement Act. 

Mr. Harris. Thank you very much. I might say that this is the 
beginning of the full hearings on all of these pending bills, not merely 
a proforma hearing or a pretrial type. It was the purpose and inten- 
tion to schedule the hearings at this time and to permit all Members 
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of Conan to give a complete and detailed explanation of their pro- 
posals, 

I realize that my colleague does have a good many bills here in 
which he is interested. We would be glad to extend to you the courtesy 
of submitting a more detailed statement at such time as you can pre- 
pare it, and supplement your statement here. 

Mr. Van Zanpvr. Mr. Chairman, following the previous practices of 
this committee, sooner or later before this session of Congress adjourns, 
the committee probably will put together what might be called an 
omnibus bill amending the Railroad Retirement Act, at which time 
you generally open hearings on that particular bill. At that time I 
would appreciate the right to appear again before the committee and 
make a statement. 

Mr. Chairman, when I mentioned that I was talking to the chairman, 
the reference was to the chairman of.the whole committee and not to 
the chairman of this subcommittee when I stated I was informed 
that a more detailed statement would be permitted me at a later date. 

Mr. Harris. We will certainly be glad to extend to you that cour- 
tesy. However, we did want you to know that this is the full hearing. 
This is not just for the files. 

I am simply reminding my colleague that he may want a more de- 
tailed statement of his bills presented for the record now. This is 
the record to be made and printed. If there are other bills which 
might be introduced, of course, you would then be given an oppor- 
tunity to express your views on them. 

Mr. Van Zanpt. Mr. Chairman I feel that is unnecessary. Last 
year I appeared before this committee during the first session of this 
Congress, and the hearings at that time reveal my position in regard 
to all of the amendments that I have introduced. 

Mr. Harris. Very well, if the gentleman feels it is unnecessary. I 
was simply referring to the statement you made awhile ago, that you 
did want to come back at a later time when hearings would be resumed. 
I wanted you to know that these are the hearings. 

Mr. Van Zanprt. Nevertheless, I would like to come back and com- 
ment on the specific bill you have under consideration at that time. 

Mr. Harris. Of course, our colleague knows that in consideration 
of all of these matters, when the committee gets into executive session 
and comes up with a bill, there is no time for a hearing to be held on 
that bill at that time. I did not want you to get the idea that you 
could come back on any bill that the committee might design after the 
hearings are closed. This hearing is for the purpose of developing the 
whole question in an effort to do the best job we can, and we are using, 
as a basis, the many bills introduced in the House. 

Mr. Van Zanpr. Mr. Chairman, at this time I ask consent to make 
as part of my statement of this date the statement I made before your 
committee at the hearings on June 2, and 3, 1954, and June 17, 1955. 

Mr. Harris. That may be done. We are glad to have your state- 
ment again. 

(The matter referred to follows :) 


STATEMENT OF Hon. JAMES E. VAN ZANDT, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA, JUNE 2, 1954 


Mr. Van Zanpt. Thank you, Mr. Chairman. 
My name is James E. Van Zandt, Representative from the 20th District of 


Pennsylvania. 
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Mr. Chairman, on March 9 I appeared before this committee and commented 
on not only the provisions of your bill H. R. 7840 but I also took the opportunity 
to explain the provisions of my bills, H. R. 1736, 1737, 1738, and 3104, all of which 
I introduced in January 1953, during the first session of this Congress. May I 
add that these bills were introduced by me in previous Congresses. 

You will recall that I also introduced H. R. 356, a bill to eliminate the restric- 
tions on dual benefits which passed the House last July and is now pending in 
the Senate, where it has been favorably reported by the Senate Committee on 
Labor and Public Welfare. The prospects of H. R. 356 being approved by the 
Senate and becoming a law at an early date are very favorable. 

As you know, I represent a large railroad population and being.a railroadman 
myself, I have firsthand knowledge of the sentiments of both active and retired 
railroaders with respect to liberalizing the Railroad Retirement Act. 

As I said when I appeared before this committee on March 9, there are in my 
congressional district various groups of active and retired railroaders who have 
a broad understanding of the Railroad Retirement Act as well as definite ideas 
regarding amendments to liberalize the existing law without endangering the 
financial stability of the retirement fund. ; 

Mindful of the fact that these 3-day hearings were scheduled for the express 
purpose of giving Members of Congress an opportunity to appear before the com- 
mittee and to explain their own bills, I should like to proceed to discuss the 
provisions of my 4 bills. 

1. H. R. 1736 was introduced on January 14, 1953, and provides that railroad 
employees may retire on a full annuity at age 60 or after serving 30 years, and 
that such annuity for any month shall not be less than one-half of the individual’s 
average monthly compensation for the 5 years of highest earnings. 

2. H. R. 1737 was introduced on January 14, 1953, and provides for a 25-percent 
increase in the annuities and pensions payable to railroad employees and/or 
their survivors. 

3. H. R. 1738 which was introduced on January 14, 1953, provides full an- 
nuities at compensation of half salary or wages based on the 5 highest years of 
earnings for individuals who have completed 35 years of service or who have 
uttained the age of 60. 

4. H. R. 3104 was introduced on February 16, 1953, and provides that the age 
requirement for a widow’s insurance annuity be reduced from age 65 to age 60. 

There are other bills pending before this committee introduced by Members 
of Congress which provide for small increases in benefits and for liberalizing 
other provisions of the Railroad Retirement Act. For example, many of my 
constituents are interested in H. R. 5269 and similar measures, and I assure 
you that they will appreciate your serious consideration of these various bills. 

Mr. Chairman, H. R. 7840, which you introduced on February 12 and on 
which hearings have been completed, contains an identical provision to that of 
my bill (H. R. 3104) which provides that the eligibility age of widows be re- 
duced from 65 to 60 years. I want to commend this committee for its action in 
recommending that the eligibility age of widows be reduced as the proposal is 
one of great merit. 

While I am in general accord with most of the provisions of H. R. 7840, I hope 
that before you report the bill to the House that you will give serious considera- 
tion to the provisions of my bill (H. R. 1737) which provides for an across-the- 
board increase in all annuities and pensions. 

It is an assured fact that the 83d Congress will increase social-security bene- 
fits, and while I realize that social-security benefits are somewhat below the level 
of benefits paid under the Railroad Retirement Act, the fact is that railroad 
payroll deductions are more than double those of social security, hence there 
is an insistent demand on the part of active and retired railroad employees that 
in all fairness benefits should be increased under the Railroad Retirement Act. 

In addition to an across-the-board increase in monthly benefits, I hope that 
you will give serious consideration to the provisions of my bills (H. R. 1736 
and H. R. 1738) which are designed to change the formula for computing 
annuities by permitting retirement on a full annuity at age 60, or after serving 
30 or 35 years, and that such an annuity for any month shall not be less than 
one-half of the individual’s average monthly compensation for the 5 years of 
highest earnings. 

As I mentioned earlier in my statement, there are in my congressional district 
and elsewhere throughout the Nation thousands of active and retired railroaders 
who have definite ideas as to how the Railroad Retirement Act should be 
amended and especially with respect to changing the formula of computing 
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annuities and the eligibility age for retirement as provided for in H. R. 5269 
introduced by the gentleman from Iowa, Mr. Cunningham. 

I am sure, Mr. Chairman, that you and other members of this committee have 
received, as I have, hundreds of communications in support of H. R. 5269. 

May I point out that advocates of H. R. 5269 in my congressional district 
are not confined to any particular group of employees but represent virtually 
every line of endeavor in the railroad industry. 

Speaking for the residents of my congressional district who are supporting 
H. R. 5269 is Mr. Leo J. Vogel, secretary of the Horseshoe Curve Local, No. 1, of 
the Brotherhood of Railroad Shop Craft Supervisors, Pennsylvania Railroad 
system, Altoofia, Pa. 

Mr. Vogel is in our audience this morning accompanied by Mr. A. B. Irwin, 
of Altoona, Pa., president of the Brotherhood of Railroad Shop Craft Super- 
visors. 

In a letter to me dated May 24, 1954, Mr. Vogel had the following to say in 
support of H. R. 5269: 

“The Wolverton committee by this time should be well informed from the 
thousands of cards, letters, etc., sent in what the average employee’s idea of 
modernized law should contain, He definitely doesn’t want to be taxed on earn- 
ings of $350 per month, as the average worker isn’t in that wage bracket, and 
he feels definitely that he is being taxed too high for his actual retirement 
annuity, for example: 

“The average annuity of 96.26, or 56 cents per hour, 40-hour week, is based on 
$140 per month or 82 cents per hour, 40-hour week, but the average wage of 
today is $340 per month or $2 per hour, 40-hour week, which shows how inade- 
quate the present pension law compares with the wages of today. Moreover, he 
feels that he has contributed sufficiently to the more than $3 billion pension 
fund which has been created to entitle him to’an adequate adjustment in the 
pension annuity, thus enabling him to retire at the age of 60 years with more 
years of leisure with security. 

“Up to the present, the pension law has covered fringe benefits, and everything 
except adequate pension provisions, and that is what the rank and file employee 
has been demanding since 1937, to no avail. He is willing to accept the respon- 
sibility of increased pension taxes, without management participation, if ade- 
quate pension provisions are given primary consideration in a modernized pension 
law. He realizes fully that he must produce to pay both for his payroll deduc- 
tions and the amount that management contributes. 

“The members of the brotherhood would greatly appreciate your including 
these points in your testimony, insisting that it is a pension adjustment and a 
lowered retirement age that the average employee is interested in, and is 
depending on Congress to pass at this session. This legislation has been too long 
delayed, and the employees’ reaction in November may show their disapproval 
and impatience at being ignored for so many years. 

“Again Mr. Van Zandt, I can’t express the gratitude of the officers and members 
of the Brotherhood of Railroad Shop Craft Supervisors for your active coopera- 
tion in presenting their demands to the Wolverton committee.” 

Mr. Chairman, in addition to the views of Mr. Vogel in his letter which I have 
read to you, he has asked that I respectfully request your permission to include 
in the hearings at this point the following statement he prepared in support of 
H. R. 5269 in his capacity as secretary of the Horseshoe Curve Local No. 1 of 
the Brotherhood of Railroad Shop Craft Supervisors, Pennsylvania Railroad 
system, Altoona, Pa. 

(The letter from Mr. Vogel is as follows :) 


HorsesHoe Curve Locar, No. 1, 
Altoona, Pa., May 18, 1954. 


The following in support of H. R. 5269 comprises a composite of opinions prev- 
alent among the rank and file railroad employee, union and nonunion alike. 

1. The modernization of the railroad retirement law has been too long ignored 
by Members of Congress and the labor organizations, alike. 

The railroad employees are not asking for subsidies, or deficit spending. 
may have amassed a retirement fund of approximately $4 billion, which actuarial 
experts claim will allow the pensions laws to be modernized without increasing 
payroll deductions or causing additional expense to the railroad industry; how- 
ever, they do expect this Congress to end discrimination between rail retirement 


and social-security laws. 
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3. No special benefits should be conferred upon any particular group of people, 
and social security is used merely as a yardstick and not as any reflection on the 
social-security system. 


Comparative cost figures and benefits under social security and railroad 
retirement 
—- aT 
| Railroad | 
is 
ocial security | retirement | 
| 


Present payroll tax....-.-.-.-.----.. = 2 percent 644 percent_._.| 3 125 times more for rail- 
} 


Ratio 


| 
| 
road worker. 
3% percent ____ 1.923 times more for rail- 
road worker. 
18 months | 30 y 20 times more for rail- 
full pension. | road workers. 
1970 minimum service requirement for full | 3 times more for railroad 
pension, workers. 
Present maximum pension benefits. ___- | 1.948 times more for rail- 
1970 maximum pension benefits_- Shae tes : P GUE e occ ea we road workers. 


Payroll tax in 1970 (when social security | 
reaches its maximum). 
Present minimum service requirements for 


EE SO 





Ratio of cost versus benefits 


Present”: 25X20 _ =32.08 
7 948 


19791:923 X3 _ 9 961 


1.948 


These figures show that the railroad worker, under the present tax rates and 
service requirements, can pay up to 32.08 times as much as those covered by 
social security for each potential dollar of pension, and, even in 1970, when 
social-security tax rates and service requirements will have reached their 
maximum, he can still pay 2,961 times as much for his potential pension dollar. 


Comparisons of actual cost for maximum pensions under both systems (workers 
continuously employed from January 1, 1937, to July 1, 1954) 


SocraAL SECURITY RAILROAD RETIREMENT 
$642.00 $2,722.50 (4.24 times more for railroad 


Maximum benefits: $85 per month workers) 
(nevertheless maximum pension is pos- Maximum benefits: $165 per month 
sible after only 18 months at maximum | (maximum pension possible only after 
salary of $300 per month). 30 years’ service at maximum salary of 
$300 per month), 1.948 times more for 
railroad worker, 


Ratio: 424 — 2.176 times as much for railroad workers for every potential 
* 1.948 dollar of pension. 


NoOTE.—Employers match these contributions under both the social-security and railroad- 
retirement systems. 


4. At present thousands of young men are furloughed from the Pennsylvania 
Railroad and other railroads throughout the country. The same men have 
given 5 or more years of their lives in the service of their country. The same 
men are rearing families and buying homes in the true tradition of the American 
workingman. The majority of the present employees are men past 60 years of 
age, with more than 30 years of service, whose security with an adequate pension 
will be established. 

5. The transition from steam to diesel power on the railroads has worked 
financial hardship on the majority of employees, younger men are furloughed, 
older men who had worked up to specialized jobs are now demoted to laborers. 

6. By providing an adequate pension law older men would be withdrawn from 
the railroad, and younger men could step in and build up their retirement fund 
for their future security. 

7. The economy in all railroad communities would be stabilized by a liberalized 
pension law. 
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8. The average railroad worker knows the value of time and money, and is 
quick to make comparisons. In the matter of the railroad-worker pension, these 
workers feel they have a better than good reason for asking this committee to 
recommend amendments to the Railroad Retirement Act, for Congress to pass 
which would rectify some of the injustices which are so evident when compari- 
sons are made with many other retirement systems. Enactment of liberalizing 
amendments of H. R. 5269 come closest to meeting the requirements of the rank 
and file rail workers and would not only provide more equitable treatment for 
railroad workers who are anxious to retire, but more important, would increase 
the job security of younger men at times like the present. 

9. To eliminate the dual-benefit restrictions (which should be done without 
any further delay) is only restoring the pension system to its original status. 
Consequently, any action taken by this committee and Congress on elimination 
of the “dual restrictions” will never be construed by railroad workers as satis- 
fying their requirements for liberalization of pension benefits in line with the 
high premiums railroad workers and the railroads are paying into the retirement 
fund, and these same workers are definitely against any legislation that will 
increase these payments. 

10. The most outstanding injustice which should be eliminated, and which is 
most resented by the present-day railroad worker who is facing retirement, is 
the present method of using the years 1924-31 earnings in computing retirement 
payments. These same workers have established the present adequate retire- 
ment fund, while retirement benefits have been increased 35 percent, wages have 
increased more than 4 times on the same basis and the cost of living increased 
with the wages. It should be to the interest of this committee to recommend 
legislation that would equalize the retirement payments commensurate with 
taxable increases. (The average retirement monthly amount is far below the 
$300 taxable maximum amount.) 

11. Another injustice is the present taxation on labor-representatives wages in 
excess of $300 per month. This should be repealed and adequate legislation 
enacted to refund these taxpayments that have been paid in excess of $300 per 
month to all representatives so effected. 

Respectfully submitted. 
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Leo J. VoGceEt, Secretary. 


Mr. Van Zanprt. This statement contains analytical views of the Brother- 
hood of Railroad Shop Craft Supervisors regarding the feasibility of approving 
H. R. 5269 and which I know will receive your serious consideration. 

In conclusion, I want to leave these thoughts with the committee. 

There is in my congressional district, and I know from mail I receive from 
other congressional districts, a widespread opinion that the railroad-retirement 
fund is able to stand the cost of liberalizing the existing law. 

In this connection, I am sure you will agree with me when I say that these 
active and retired railroaders who are asking for liberalization of the Railroad 
Retirement Act are sincere in their belief that such action can be accomplished 
without destroying the solvency of the retirement fund. 

Therefore, I hope that you will harken to their plea that every possible 
effort be made to amend the Railroad Retirement Act without increasing payroll 
deductions or threatening the solvency of the railroad-retirement fund. 


STATEMENT OF Hon. JAMES BE. VAN ZANDT, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA, JUNE 17, 1955 


Mr. VAN Zanpt. Mr. Chairman, I am grateful to you and the members of this 
committee for the opportunity to appear before you in support of several amend- 
ments to the Railroad Retirement Act, some of which I sponsored in this and 
previous Congresses. 

It is my understanding that this hearing is restricted to H. R. 4744 and similar 
bills which provide in part for the repeal of the prohibition against the payment 
of dual benefits to widows under the Social Security and Railroad Retirement 
Acts. 

Another provision specifies that the spouse of a retired railroader would in 
no instance receive less than the benefits he or she would be entitled to if covered 
by social security. 

In effect this amendment would establish a new maximum of $51.80 a month 
for the remainder of 1955 and $54.30 beginning with January 1956 in lieu of the 
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present $40 a month maximum spouse benefit. Further increases in the maxi- 
mum would automatically take place if and when the Social Security Act is 
amended in the future to provide for higher benefits. 

It is estimated that 82,000 wives now receiving maximum spouse benefits of 
$40 monthly under the Railroad Retirement Act would become eligible for an 
average increase of about $10.50 a month during the remainder of 1955 and that 
a further increase averaging between $1.50 and $2 a month would be given them 
starting January 1956. 

It is my further understanding that while this particular hearing is restricted 
to H. R. 4744 and similar bills, hearings will be held on the general subject of 
amending the Railroad Retirement Act when the committee disposes of several 
other important bills being considered. 

At that time those of us who have sponsored over 50 amendments to the Rail- 
road Retirement Act will have the opportunity to appear before this committee 
in support of them. 

Mr. Chairman, before discussing the legislation now under consideration, I 
should like to mention briefly the five amendments I introduced which are pend- 
ing before this committee. 

These bills introduced by me at the request of the active and retired railroad 
population of my congressional district include: 

H. R. 859, which provides for a 25-percent across-the-board increase in railroad- 
retirement benefits. 

H. R. 856 and H. R. 858 are designed to improve the provisions of the Rail- 
road Retirement Act by permitting retirement at age 60 or after 30 or 35 years 
of service with the annuity to be computed based on the 5 years of highest 
earnings. 

There is also H. R. 2443 which will remove from the Railroad Retirement Act 
a discriminating provision which requires a railroad employee before retiring 
to sever his connections with any other employer outside the railroad industry 
regardless of how insignificant the job is in which he may be engaged at the 
time of his retirement. 

Finally, H. R. 857 will repeal the prohibition against the payment of dual bene- 
fits to widows of deceased employes who are entitled to receive both a pension 
as a surviving widow, in addition to any benefits she may have earned in her own 
right as a retired employee of an industry covered by the Social Security Act. 
The provisions of H. R. 857 are incorporated in H. R. 4744 now being considered 
by this committee. 

As mentioned previously, these bills were introduced by me at the request of 
the active and retired railroaders of my congressional district whom I join in 
expressing the earnest hope that these measures will receive consideration by 
this committee at an early date. 

As many of you know over a period of years I have been directing my efforts 
toward repeal of the provision in the 1951 amendments prohibiting the payment 
of dual benefits to persons entitled to social-security and railroad-retirement 
benefits. When the 1951 amendments were approved, I warned the membership 
of the House that the dual-benefits provision was discriminatory and that sooner 
or later Congress would have to repeal it. 

During the 83d Congress my bill H. R. 356 was enacted and is now known as 
Public Law 398. Under its provisions some 30,000 retired railroaders had their 
rights to social-security benefits restored. 

As stated previously, one of the provisions of H. R. 4744 now under considera- 
tion restores the rights of widows to receive social security benefits to which they 
are entitled in their own right. 

At present there are some 5,500 widows affected by the bill and should this 
provision of H. R. 4744 become a law, it is estimated that these widows will re- 
ceive an average increase in their survivor annuity of about $20 monthly. 

Mr. Chairman, I should like to state that while the elimination of the prohibi- 
tion against the payment of dual benefits to widows is meritorious legislation, 
if H. R. 4744 becomes a law the job of eliminating the prohibition against dual 
benefits is not complete. As you know, there are still hundreds of spouses under 
the Railroad Retirement Act who are being denied social security benefits which 
they earned in their own right, and thus they are being penalized under the 1951 
amendments to the Railroad Retirement Act. 

You will recall that last year we repealed the prohibition against dual bene- 
fits as far as the retired railroader is concerned. H. R. 4744 now under con- 
sideration will remove the prohibition against dual benefits to widows. It is my 
earnest hope that during the next sessior of Congress we can comp'ete the job 
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by eliminating the prohibtion against the payment of dual benefits to spouses who 
have earned social security benefits in their own right. 

Mr. Chairman, as I said in the beginning, I am grateful to this committee for 
the opportunity to appear before you and while this present hearing limits con- 
sideration of those amendments specified in H. R. 4744, I wish to emphasize that 
there is immediate and urgent need for an across-the-board increase in railroad 
retirement benefits, as well as action on my other bill to permit a retired rail- 
roader in certain instances, and where the salary is insignificant, to continue an 
employment relationship outside the railroad industry which began before his 
retirement. 

It is my hope that these two bills as well as my other proposed amendments 
will receive your consideration when the hearings on amendments to the Railroad 
Retirement Act are reopened at a later date. 

That concludes my statement, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Van Zandt. 

Mr. Harris. Do you have a question, Mr. Williams? 

Mr. Wiiu1ams. Mr. Van Zandt, through the years I realize you 
have been very zealous of your support for the retired railroad em- 
ployees. I know also you have made an extensive study of the Rail- 
road Retirement Act and that you have the benefit of the views of a 
great many retired railroad employees in your district. You have 
introduced a great number of bills covering a variety of subjects. 
I would be interested, and I am sure other members of the committee 
would be interested, in having an expression of opinion from you as 
to what you consider the most glaring existing inequity in the Rail- 
road Retirement Act and also, perhaps, which single amendment to 
the act you would consider the most pressing or the most necessary at 
the moment. 

Mr. Van Zanpr. As I said in my statement this morning, I repre- 
sent a large group of active and retired railroad employees and at 
their request and in their interest I introduced the prosposed amend- 
ments to the Railroad Retirement Act. So as their representative, I 
am simply carrying out their wishes. 

Over a period of years we have spearheaded the effort to repeal what 
I thought then and still think are certain inequities in the Railroad Re- 
tirement Act. One of them is the provision in the 1951 amendments 
to the Railroad Retirement Act which prohibited the payment of dual 
benefits. Over a period of years we have been able to repeal that 
prohibition, with one exception, and that exception is incorporated 
in one of my bills. ; 

Mr. Harris. Do you remember which bill it is? I am interested in 
that exception myself. 

Mr. Van Zanpr. It is H. R. 7982 and pertains to the present dual 
benefit restrictions on spouses’ annuities. If this bill becomes a law 
some 6,000 spouses who have earned social security benefits in their 
own right will be entitled to receive such benefits without having the 
amount deducted from their railroad retirement benefits as is being 
done at the present time. If this is enacted, it will completely repeal 
the prohibition against dual benefits in existing law. 

The next inequity, which I regard as discriminatory, is the pro- 
vision requiring a railroad employee before retiring to sever his con- 
nection with all outside employers. Mr. Bennet, who preceded me 
here, has a similar bill. I assure you that it is very difficult to answer 
some of these railroad men when they come to you and say, “I am the 
secretary of a church group. My annual compensation is possibly 
$25 a year. I have had this job for many years. I am forced now to 
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sever my connections with this church group before I am entitled to 
retirement.” 

I am thinking now of one individual who received a grand total of 
$7 and a few cents for collecting dues for a chuch organization. Be- 
cause of the amount that he collected, his eligibility to benefits was 
cancelled. I contacted the Railroad Retirement Board, where the ac- 
tion was reviewed and corrected. I use this particular instance to 
point out what I regard as discrimination. 

I think we should amend the law so as to permit these railroad men 
and women, in some instances, to continue their affiliation with various 
organizations. Possibly we could write into the law the proviso that 
is contained in the Social Security Act at the present time, whereby 
they would be permitted to earn a certain amount, and beyond that 

oint they would have to make a refund of benefits received from the 
Retirement Board. 

Mr. Harris. Will the gentleman yield on that point? 

Mr. WitiiaMs. Yes. 

Mr. Harris. I think that opens up another problem. The gentle- 
man represents a large railroad employee district, and he has had years 
of experience. Does not that provision against working for the last 
employer lend itself to a certain type of violation where a person 
would say, “Now, I know this is the law, and they say I should not 
draw my annuity because I am working for my last employer. But if 
I just sever my connection for 30 days and start drawing my retire- 
ment benefits, then I will go back to work for the same person.” This 
would actually be a violation of the law altogether. 

Does the gentleman know whether or not that type of abuse is being 
practiced ¢ 

Mr. Van Zanpr. Mr. Chairman, the answer is “Yes.” I have had 
railroad men and women ask my opinion and I have told them of 
my refusal to become part of their effort to circumvent existing law. 
I tell them frankly that the law is spelled out in the Railroad Retire- 
ment Act and they will have to comply with it. On the other hand, 
I know that the procedure you referred to here this morning is a fact. 

Mr. Harris. Thank you, Mr. Williams. 

Mr. Witui1aMs. That is all I had. 

Mr. Van Zanpt. The next point that I would like to develop is the 
need of an across-the-board increase in benefits. It is very difficult to 
explain to an annuitant who is a widower when he stresses the high 
cost of living why he did not receive an increase in his benefits. Like- 
wise, I find it very difficult to explain to the widow why she did not 
get an increase in benefits. Therefore I think one of the most pressing 
needs at the moment, and one that this committee can handle, is an 
amendment to the law that would provide an increase of benefits to the 
annuitant and to the widow and widower. . 

In regards to a new formula, suggested by many active railroadmen 
in my district, the cost of it would be the determining factor. 

Mr. Dotuiver. A new formula for what / 

Mr. Van Zanpr. In computing annuities to permit retirement at 
the age of 60 based on 30 or 35 years of service, based on the 5 years 
of highest earnings. I have told the committee time and time again 
that the paramount consideration is maintaining the solvency of the 
fund. [have tried religiously to explain the necessity for such action. 
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However, I find this situation existing : when you mention the actuarial 
report, its findings are challenged in many quarters. 

In many instances the chief concern is to amend the act to provide 
retirement at 60 with an increased annuity in comparison to the 
monthly annuity present annuitants are receiving. 

Therefore it is a very difficult problem to handle, when you live in 
a community as I do, where a great percentage of the population is 
employed by the railroads or are retired. 

Mr. Dotiiver. May I interject a question at this point ? 

Mr. Harris. Yes. 

Mr. Douttiver. That brings to my mind another facet of this situ- 
ation. Is it not true that a great many of the railroadmen who are 
entitled to retire do not retire but stay on the job? Is that not true? 

Mr. Van Zanpr. There is some truth to your statement, Mr. Dol- 
liver, because I have studied that particular question, being confronted 
with it almost daily when I am back in my district. I find that some 
railroadmen who are now working say, “Yes, I would retire when I 
reach the age of 60,” and others say, “No, I am going to continue to 
work as long as I can meet the physical requirements of the railroad.” 

But when you review the experience of Social Security, you will 
find that a study made reveals a reluctant attitude regarding retire- 
ment at the age of 60. Many prefer to continue to work until age 65 
or 70 and many as long as they are able to work. 

Mr. Do.uiver. In view of that situation in the railroad industry, 
which is prevalent, do you propose now a compulsory retirement ? 

Mr. Van Zanvr. No. If you recall, the original Railroad Retire- 
ment Act for that reason was found to be unconstitutional. You will 
find that there was a proviso contained in that act that made it manda- 
tory for the person to retire. As a result the act had to be rewritten. 
It is my understanding that under our Constitution we cannot force 
an employee to quit his job. 

Mr. Doxttver. I just wanted to clear up that point. 

Thank you, Mr. Chairman. 

Mr. Harris. I might say in that respect I have always wondered how 
far it did go, and how effective it might be. As you know, the 1935 
act was challenged and went to the courts and was declared unconsti- 
tutional. The 1937 act was passed and was finally approved. There 
was an agreement between management, as I recall, and those inter- 
ested in promoting the program. It has always been a question in my 
mind just how far that agreement goes and how long it can be effec- 
tive. 

I wonder where it would lead to if we were to drastically change the 
act in a manner which would violate that agreement. It would be a 
serious problem to have another constitutional battle over this legis- 
lation after all these years. 

Mr. Van Zanprt. Mr. Chairman, I am convinced that you cannot 
force a man to retire. 

Mr. Harris. I am convinced of that myself. I am talking about 
drastically changing the formula here without at least some tacit ap- 
proval of the parties involved, the parties to the agreement, and those 
who will pay the bill. That is the question raised in my mind about 
changing the formula. 

Mr. Van Zanpr. Mr. Chairman, I would like to read a statement that 
I made in the 1955 hearings, concerning the cost factor of this new 
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formula I mentioned a moment ago. I said this: “I take the position 
that I have taken before this committee on previous occasions. I think 
that we have a responsibility at all times to maintain the solvency of 
the railroad retirement fund. When the cost of amendments throw 
the fund out of balance, I think that is our responsibility to balance it. 
In regard to increasing payroll taxes, the sentiment among the rail- 
road employees in my district is definitely against an increase in taxes.” 

That was my position years ago, it was my position last year, and 
it is my position today. 

As I said in the beginning, I am here representing the people of my 
district, and it is in their behalf that I introduced these bills. 

Mr. Harris. I appreciate that, and certainly we realize that the gen- 
tleman from Pennsylvania has long been the advocate of a sound 
program, ultimately to be adopted by the Congress, in the best interests 
of the employees. Certainly he has presented his position in the inter- 
est of his constituents. His people are to be commended for the con- 
tribution that he has made to the welfare of this program over the 
years. 

Mr. Van Zanpr. Mr. Chairman, may I make one more statement? 

Mr. Harris. Yes. 

Mr. Van Zanpr. I think I find myself in the same position that 
other Members of Congress do, who represent large railroad popu- 
lations, and that is: What is the answer to the liberalization of the 
Railroad Retirement Act and the cost of liberalization? I have asked 
many in the railroad industry for the answer, and I have not gotten 
it. I have asked the Railroad Retirement Board for an answer and 
I have not gotten it. Therefore, I think that possibly another re- 
view of the Railroad Retirement Act would be in order. 

I realize that a study was made, I think, back in 1953. But pos- 
sibly another joint committee should be created so that another look 
can be taken at the Railroad Retirement Act to determine whether 
or not it can be liberalized further, and at the same time determine 
if the fund can stand the cost of a further liberalization of its benefits. 

Mr. Harris. Of course, I and another member of this committee 
who was a member of that joint committee, did make a thorough study 
at that time. We have given constant attention to it since then, and it 
is our purpose, during the course of the hearings, to see what we can 
do. I am sure the Congressman had occasion to see the Sixth Ac- 
tuarial Valuation Report of the Railroad Retirement System. 

Mr. Van Zanpr. Yes, I have. As I recall the fund it is out of 
balance now to the tune of about $83 million, and it disturbs me. 

Mr. Harris. Well, it is disturbing to a lot of people. We realize 
on the other hand that in 1948 they said we could not increase the 
benefits at that time without endangering the fund. We did in- 
crease it by 20 percent and, of course, the fund was not endangered 
by it. There are many explanations for it, however. What everyone 
thought was going to happen at that time did not happen but it went 
the other way. But we can reach, a saturation point, and if you 
expect to get anything more out of the system, you will have to put 
something into it. 

Mr. Dolliver? 

Mr. Dottirver. I notice, Mr. Van Zandt, in these various bills for 
increases which you have introduced, the amounts vary from 10 to 
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25 percent. I assume you have done that for the purpose of giving 
the committee various alternatives to work on, is that correct? 

Mr. Van Zanpr. The answer is “Yes.” 

Mr. Douirver. Thank you. 

Mr. Harris. Mr. Hale? 

Mr. Hate. Your point is that you want the committee to increase 
the benefits just as much as the committee feels can possibly be 
justified ¢ 

Mr. Van Zanpvr. That is correct. I have great confidence in this 
committee, and I think I am correct when I say that I have sup- 
ported every single bill that this committee has reported out that 
amended the Railroad Retirement Act. 

Mr. Hate. It may be said, Mr. Van Zandt, that this committee has 
had a great deal of experience with the Railroad Retirement Act. 

Mr. Van Zanpr. You have, and in my opinion, you have done a 
good job. 

Mr. Hate. On this question of constitutionality, I have not read 
the opinion, but I suppose we probably could not constitutionally 
require a man to give up his job at any given age, but could not Con- 
gress pass a constitutional act saying that unless he gave up his job 
at a certain age he could not enjoy an annuity ? 

Mr. Van Zanpr. As I understand, are you recommending a consti- 
tutional amendment ? 

Mr. Hate. I am not recommending anything. I am trying to get 
some information. 

Let me say this: In our State, for example, we say to our judges 
“You do not have to retire, but unless you retire before you have 
reached your Tist birthday, you will not be eligible to receive any 
pension.” 

That gets right to the practical question. 

Mr. Van Zanpr. I see the gentleman’s point. 

Mr. Hate. There is nothing unconstitutional about that, is there? 

Mr. Van Zanpvi. I doubt it very much. 

Mr. Hate. But if you just said flatly “You must retire at a certain 
age” it might be unconstitutional. 

Mr. Van Zanpr. What you are doing is placing the limitation on 
the benefits rather than the age. 

Mr. Harris. Thank you very much, Mr. Van Zandt. We are glad 
to have your statement. 

We are glad to welcome also to this committee this morning our 
colleague from Virginia, Richard H. Poff, who wishes to make a 
statement regarding H. R. 3785. 

I might say to our colleague we are sorry to have detained him so 
long this morning, but we have deliberately tried to set these hearings 
where we would not delay the Members too long. 


STATEMENT OF HON. RICHARD H. POFF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Porr. Mr. Chairman and members of the committee, my name 
is Richard H. Poff, and I have the high privilege to represent Vir- 
ginia’s Sixth Congressional District in which is concentrated a large 
segment of the railroad industry. 





RAILROAD RETIREMENT LEGISLATION 87 


I-take this opportunity to commend this committee for the great 
strides it has made in the last 3 years in removing many of the in- 
equities of the Railroad Retirement Act, and I congratulate you 
upon the hearings you are now holding in an effort for further 
progress. 

As requested, 1 will address myself principally to the bill I intro- 
duced, H. R. 3795. In its simplest definition, this bill would authorize 
retirement at age 60 after 30 years’ service, retirement at any age 
after 35 years’ service and the so-called “5 best years’ rule”. 

The first two provisions require little comment. Indeed, I have 
expressed myself so frequently on the subject of earlier retirement of 
railroad workers that I can think of little more to say than I have 
already said. Suffice it to say that 30 years at the same job is a long 
time, and men who are willing to retire at 60 years of age and can 
afford to do so on their modest retirement benefits should be per- 
mitted to do so, not only because of their long service but because 
their retirement could create a vacancy and more continuous employ- 
ment for the young man with a family to clothe, shelter and educate. 
While the railroad employment picture is not too dismal at this time, 
we must look ahead to the possibilities of the future, especially in 
those areas where dieselization and its resultant labor force reduc- 
tion are staring the railroad workers in the face. Let us not wait un- 
til the crisis is upon us to solve it. 

With reference to the 5 best years’ provision of my bill, it is becom- 
ing increasingly apparent that the antique base period of 1924-31 is 
out of step with our present economy. Not one of America’s 65 million 
workers today receives the same wage he received in that period, and 
it is unrealistic to gear his retirement benefits to such an obsolete 
yardstick. Because of the use of this yardstick, only 1 percent of our 
retired railroaders are receiving the maximum annuity. 

In December 1954 the average annuity was only $108.91. The best 
way to understand the injustice is to compare that annuity with the 
social-security annuity and then compare the 2 percent social-security 
tax with the 614 percent railroad retirement tax. One of the best ways 
to cure this injustice is to abolish the old base period and substitute in 
its place the 5 best years’ rule. 

his committee will, during the course of these hearings, as it has 
always been told in the past, be told that enactment of these amend- 
ments will bankrupt the fund. The actuaries will trot out their charts 
and graphs, their books and tables, and try to prove that some $3.5 
billion in the reserve fund and anticipated increases in the fund will 
be insufficient to pay the additional costs. They made the same pre- 
diction in 1948 when the 20-percent increase in benefits was author- 
ized. In 1949 another actuarial survey was made by independent actu- 
aries and they reported that the fund was not bankrupt but actuarilly 
sound. 

When the actuaries submit their reports this year, I hope the com- 
mittee will ask them if they have taken into account three factors which 
= important parts of the balance sheet of the railroad retirement 

und: 

First, under the 1951 interchange amendments which provided that 
every railroad employee would be reinsured under the Social Security 
Act, the social-security fund pays a major portion of the benefits re- 
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ceived by the railroad worker when he retires. For instance, -the 
Social Security Board reimburses the railroad retirement fund $108.50 
for each retired railroader who draws a pension of $165.60. This 
means that the cost to the Railroad Retirement Board is only $57.10, 
plus administrative costs. According to my information, the social- 
security fund pays the full amount of any railroad pension less than 
$108.50 a month. 

Second, the railroaders’ tax base was increased from $300 to $350 
a month, effective July 1, 1954. The social-security workers’ tax base 
was not increased to that figure until January 1, 1955. During this 
6-month period, the Railroad Retirement oor was collecting a higher 
volume of tax from the railroad worker but was still paying the lower 
reinsurance tax to the Social Security Board. This had the effect 
of increasing the reserve fund of the Railroad Retirement Board. 

Third, earlier retirement of older workers would bring young 
workers into the taxpaying phase of the retirement plan. A 25-year- 
old railroader who works for 35 years and earns $350 a month, will, by 
the time he retires at age 60, have put into the fund “at the current tax 
rate” a total of $9,187.50. His employer will have paid the same 
amount, making the fund $18,375 richer. 

Considering these three factors, and comparing railroad retirement 
costs and benefits with social security costs and benefits, I cannot un- 
derstand how the amendments proposed in H. R. 3795, and other bills 
of similar import, would bankrupt the railroad-retirement fund. 

Accordingly, I urge this committee to give the actuaries a most 
searching cross-examination and this bill your most sympathetic con- 
sideration. 

Thank you. 

(Norr.—A letter correcting the above figures was later received 
from Mr. Poff and appears on p. 277.) 

Mr. Harris. Thank you very much, Mr. Poff. 

Mr. Dolliver, do you have a question ? 

Mr. Dottiver. Mr. Poff, have you made any calculation or do you 
have any figures as to the increased cost of your proposal ? 

Mr. Porr. I believe, Mr. Dolliver, I am correct in saying that a re- 
duction of the retirement age to 60, after 30 years’ of service, would 
cost about 1.6 percent of the payroll or about $80 million. 

I believe the reduction to any age, after 35 years of service, would 
cost about 0.4 percent, or about $20 million. en. the installation of 
the 5 best years’ rule would cost about 0.15 percent of payroll, or 
approximately $7.5 million. Those figures are my best information, 
and, of course, would be subject to a eae depending upon the ex- 
perience that would be developed after the plans were installed. 

Mr. Dotitver. Can you reveal the sources from which you obtained 
those figures ? 

Mr. Porr. Mr. Dolliver, I do not know. I have a very thick file in 
my office, and I am sorry that I cannot answer the question offhand. 

Mr. Dotttver. There is no provision in your bill for increasing the 
income of the fund to make up these amounts, is there? 

Mr. Porr. Not ae no, Mr. Dolliver. But as I pointed out 
in my statement, it seems that this committee might direct its atten- 
tion to three factors which would indicate an increase in the fund. 

Mr. Dottiver. Your position is, then, that there is already enough 
money being collected to make these adjustments that are recommended 
in your bill ? 


RAILROAD RETIREMENT LEGISLATION 








RAILROAD RETIREMENT LEGISLATION 89 


Mr. Porr. No, Mr. Dolliver, I cannot go that far, since the sixth 
actuarial report indicates a further deficit, and assuming that actuarial 
report is correct, I am inclined to think that those three factors would 
not finance these three amendments that I have proposed. 

Mr. Harris. What were those three factors, again ? 

Mr. Porr. Well, first of all, under the 1951 interchange amendments, 
the railroad employee who is subject to retirement is reinsured under 
the social-security plan. The social-security plan pays a major por- 
tion of the railroad retirement benefits which the retired railroader 
receives. 

Mr. Harris. What was that last statement ? 

Mr. Porr. I say under the plan, if my information is correct, the 
retired railroader receives a major portion of his benefits indirectly 
from the social-security fund. 

Mr. Harris. Of course, that is the situation now. 

Mr. Porr. Yes, sir. I am pointing that out as one factor that may 
have been overlooked, or at least it was not properly considered in the 
preparation of the actuarial report. 

Mr. Harris. You have seen the actuarial report ? 

Mr. Porr. I have not read it in detail, Mr. Chairman. 

Mr. Harris. I am sure you do know that the Board did consider 
those factors in the preparation of that report. 

Mr. Porr. I assume that it certainly did. It most certainly would 
have been a proper consideration. 

Secondly, the tax base on railroaders was increased from $300 to 
$350 a month on July 1, 1954. The social-security worker tax base 
was not increased to that figure until January 1, 1955. During that 
6-month interval, the Railroad Retirement Board was paying into the 
social-security fund a reinsurance tax based on $300 a month instead 
of $350 a month. That, of course, would account for an additional 
increase in the railroad retirement fund. 

Then the third factor was the consideration that if the retirement 
at an earlier age is made sufficiently attractive, it will encourage more 
people to retire. That will make room for younger employees, and 
a young employee at the age of 25 who retires at the age of 60 after 
35 years of service would have paid in a total of $9,187.50 to the fund, 
which would have been matched. by the railroad company, making a 
total of $18,375. 

My point there is hat the younger the employee, and the more con- 
tinuously he works, the more likely the fund is to become richer. 

Mr. Harris. Mr. Hale had a question. 

Mr. Hate. I just wanted to ask this question, Mr. Poff: Is your bill 
identical with any other bill ? 

Mr. Porr. I do not believe it is identical, Mr. Hale. 

Mr. Hatz. But it is rather closely similar to some of the Van Zandt 
bills, is it not? 

Mr. Porr. It is similar in part to one of Mr. Van Zandt’s bills, and 
to Mr. Bennett’s bill, Mr. Bennett of Florida. 

Mr. Harris. Does your bill provide a certain percentage increase 
to all annuitants? 

Mr. Porr. My bill does not contain that feature. That does not 
mean that I am opposed to that feature. It means that I would rather 
take one step at a time. 
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Mr. Harris. Thank you very much, Mr. Poff. We appreciate your 
statement. E : 

The next witness is Hon. Albert W. Cretella, of Connecticut, in sup- 
port of H. R. 5801. We will be glad to hear you, Mr. Cretella. 


STATEMENT OF HON. ALBERT W. CRETELLA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Creretia. I would like to thank the chairman and the members 
of this committee for allowing me to testify on H. R. 5801, which I 
introduced in the last session of this Congress. 

Section A of this bill would amend section 5 (g) (1) of the Railroad 
Retirement Act of 1937, as amended. Section B of the bill has al- 
ready been incorporated into legislation, which was enacted into Pub- 
lic Law 383 last session. There are also sections which make corre- 
sponding changes in the Social Security Act in order to accomplish 
the intentions of the bill I introduced. 

H. R. 5801, if passed, would enable a widow to collect two separate 
payments on the basis of her spouse’s previous employment. The 
widow of a completely or partially insured employee would then be 
entitled upon application to a lump sum death payment or insurance 
benefits under the Social Security Act on the basis of the wages or 
her spouse; this is in addition to her separate and simultaneous en- 
titlement to a widow’s pension under the provisions of the Railroad 
Retirement Act. 

I believe this legislation, if passed, would be meritorious in that it 
would provide increased welfare and security for a certain group of 
persons, namely the widows of railroad employees. 

I am certain that this committee will give its earnest consideration 
to these changes. 

Mr. Harris. Thank you, Mr. Cretella. We have a communication 
from our colleague, Mr. Frank E. Smith, of Mississippi, in support 
of H. R. 4305, asking that this statement be included into the record, 
showing his interest. 

Without objection, it will be inserted into the record at this point. 

(The statement referred to is as follows :) 

CONGRESS-OF THE UNITED STATES, 


HOUSE OF REPRESENTATIVES, 
Washington, D. C,, January 13, 1956. 





Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce. 

Dear Mr. CHarRMAN: Thank you for the notice of the hearings to begin Tues- 
day, January 24, on the several proposed Railroad Retirement Act amendments 
pending before the committee. 

I wish it were possible for me to participate in the hearings and to testify 
on H. R. 4805 and H. R. 4306; conflicting committee meetings will prevent my 
doing so, however. 

I am glad to know these hearings are to be held and have every confidence 
they will result in sound, constructive action by the committee. 


Cordially 
; Frank E. Smita, M. C. 


Mr. Harris. The next witness is our colleague, Mr. Jennings, of 
Virginia. Mr. Jennings, we are glad to have you. 
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STATEMENT OF HON. W. PAT JENNINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Jenninas. Mr. Chairman, I appreciate the opportunity of sub- 
mitting this statement in support of bills proposed to amend the Rail- 
road Retirement Act. I have not introduced a bill to amend the act, 
believing that certain of the bills pending before this subcommittee 
will serve the purposes I desire. Also, I know that the subcommittee 
will give adequate attention to each and every provision of the various 
bills, approving a bill that will be fair to our railroad employees, both 
active and retired, and at the same time protect the financial structure 
of the entire Railroad Retirement System. 

In discussing the various pending bills with my constituents and 
im reviewing the mail I have received in support of amendments to the 
act, I believe that H. R. 3087 and similar bills, carry the needed 
amendments, 

H. R. 3087 proposes to liberalize retirement benefits in three ways. 
First, it provides retirement at age 60 with 30 years’ service, or with 
35 years’ service regardless of age; second, it would allow for the 
computation of credit for service prior to January 1, 1937, on the 
basis of the 5 highest years before that date, rather than on the basis 
of average earnings for the years 1924-31; third, it provides a 15 
percent increase in annuities and pensions. 

I will be brief in my comments on the main provisions of H. R. 
3087, because I know that you have heard from many Congressmen 
who are interested in seeing such a bill enacted into law. However, 
I would like to say that I believe early enactment of these needed 
improvements in the Railroad Retirement System is the responsibility 
of Congress, and I urge this subcommittee to approve a bill in the near 
future. We must recognize the need to liberalize the Retirement Sys- 
tem in certain respects to bring more dollars into the homes of men 
and women who are now receiving amounts so small that they do not 
guarantee the necessities of life. 

I am particularly interested in the proposed 15 percent increase in 
annuities and pensions. The average monthly annuity for a retired 
railroad worker represents only a bare subsistence income. In consid- 
ering this increase we must, I believe, take special cognizance of the 
fact that we are here concerned with a group of workers who, during 
their working lifetime, have made substantial contributions from 
every paycheck toward the goal of building up an adequate retirement 
income. Thus the question is one of adjusting the amount of benefit 
income to current conditions on behalf of the very men and women who 
have contributed for many years to the Retirement Fund. 

I wish to make clear to this subcommittee, Mr. Chairman, that my 
support of these amendments is hinged on the question of whether they 
prove to be actuarially sound. I desire to liberalize benefits, but I also 
desire to see the Retirement System remain sound in every respect. I 
know that the many interested railroad employees join me in this 
interest of seeing that the fund is protected. I understand that this 
subcommittee is studying proposals to finance such benefits as outlined 
in H. R. 3087. I have noted the proposal in H. R. 9065 to increase the 
contribution of both the employees and the employer. I urge that 
serious study be given this proposal. 


75199—56——-7 
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I am confident that the Members of this subcommittee, and the full 
committee, will act equitably 1 in this matter so that the protection the 
Railroad Retirement System has traditionally provided in terms of 
retirement income will be brought into line with current conditions. 
Thank you. 

Mr. Harris. We thank you, Mr. Jennings. 

The next witness is our colleague from West Virginia, Hon. Robert 
C. Byrd. Mr. Byrd, we are happy to have you. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, I appreciate this opportunity to testify 
here today in favor of H. R. 3087, introduced by Congressman Bennett 
of Florida. I have introduced a similar bill, H. R. 8828. This bill 
proposes three ways of liberalizing railroad retirement benefits. It 
provides, first, retirement at age 60 with 30 years of service, or with 35 
years of service regardless of : age. Secondly, it provides for compu- 
tation of credit for service prior to January 1, 1937, on the basis of the 

5 highest years rather than on the basis of av erage earnings for the 
years 1924-1931. Thirdly, it provides a 15 percent increase across the 
board to pensioners, annuitants, and survivors. 

Reducing the retirement age after many years of service is neces- 
sary to care » for those who lose their railroad positions at advanced ages, 
but before they have reached 65. Perhaps 65 as a retirement age is not 
a great hardship on rail employees who can remain in their employ- 
ment until attaining that age, but it does seem that Congress should 
attempt to give some relief to employees who, through no fault of their 
own, lose their positions a few years before becoming 65. 

The Railroad Retirement Act was established in 1934, to deal with 
the hazards within the industry, and there is no greater hazard in 
our economy today than to lose one’s job late in life after many years 
of faithful service to the employer of his choice. This has happened 
to a large group of shop employees in the past. Those employees were 
deprived of their living. They have used up their unemployment 
insurance, sold their savings bonds, depleted their savings, and they 
are desperate when they must take a reduced pension because they 
are not 65 years of age. There is another class of employees who are 
interested in this provision—those who are in poor health and cannot 
qualify for a disability pension under the present act. This class 
would gladly retire, and it would be in the interest of all concerned 
if employees in this condition were availed of the opportunities for 
earlier retirement. 

The elimination of the test period 1924-31 is another provision of 
this bill that s very important to all railway employees who had 
service with the rail lines prior to 1937 when the present act became 
law. The using of this period to determine annuities brings in the 
depression years of 1929-30, when some of the railway employees 
were only working a few days per month, and using this as a basis is 
the reason why only a little more than 1 percent today qualify for 
the maximum annuity or pension of $165.60 per month. A precedent 
has been established by social security in which the 4 highest years 
are used. H. R. 3087 would substitute the 5 highest years in lieu of 
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this low earning period which has no relation with our present econ- 
omy. There are over 60 million workers today in this country, and 
I say without fear of contradiction that none of them work at the 
level of earnings they made in the years 1924-31. Every railway 
employee who retires before 1967 will have to use prior service credits, 
and this feature alone accounts for the fact that few retired railway 
workers have any conception of what their annuities will be until they 
retire and the sad news is broken to them by the Railroad Retire- 
ment Board. 

The 15 percent increase would benefit all annuitants and pensioners. 
This would be of general help in the financial problems faced by all 
retired rail employees. Most of the retired people who are trying to 
live on the pegged income of a pension today find it very hard to 
cope with the high prices, and they learn that their pension dollars 
buy so little. In 1951 the last increase was made in their rail pensions 
and annuities. Several increases have been granted members of the 
various labor crafts during this interim. Retired railroaders feel that 
they are the forgotten creatures who contributed generously toward 
the national economy while employed in the heyday of their working 
career. They look forward, most hopefully, to this Congress for re- 
lief from an intolerable situation. 

Thank you again, Mr. Chairman, for permitting me to appear here 
today in behalf of the measure introduced by Congressman Bennett. 
In introducing a similar bill, I recognized the need for such legis- 
lation, and I sincerely hope that your distinguished committee will 
be able to act favorably upon H. R. 3087. 

Mr. Harris. We thank vou for your testimony, Mr. Byrd. 

Mr. Byrp. Thank you, Mr. Chairman. 

Mr. Harris. That concludes the list of witnesses for this morning. 
The committee will now recess until 10:15 tomorrow morning. 

(Thereupon, at 12:03 p. m., the committee recessed to reconvene 
the following day at 10:15 a.m.) 
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WEDNESDAY, JANUARY 25, 1956 


House or RepreseNnTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE CoMMITTEE ON INTERSTATE AND Foreign ComMERCE, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in room 
1334, House Office Building, Hon. Oren Harris (chairman) presiding. 

Mr. Harris. The committee will come to order. ; 

The committee resumes hearings this morning on the various bills 
proposing to amend the Railroad Retirement Act and the Railroad 
Unemployment Insurance Act. Yesterday we heard several of our 
colleagues on various bills that they sponsored. We have several more 
of our colleagues here today, whom we are glad to welcome. 

First I should like to recognize the presence of the members of the 
Railroad Retirement Board, who were also present yesterday. I think 
everyone knows who you are, but in order that the record may show 
your continued interest in this program, and your presence here, I 
should like to present you informally. 

We have the Chairman of the Board, Hon. Raymond J. Kelly and 
his associates, Hon. Horace W. Harper, and Hon. Thomas W. Healy. 
We are glad to have you gentlemen, and the members of your staff who 
are here. We, of course, always welcome you, too. 

The first witness this morning we shall be glad to hear from is our 
colleague, the Honorable Byron G. Rogers from Colorado. Mr. Rogers 
is a sponsor of H. R. 3612, to amend the Railroad Retirement Acct. 
We are very glad to welcome you, Byron, if I may say so informally, 
to give the committee your statement and explanation of the bill which 
you have introduced on this important subject. 


STATEMENT OF HON. BYRON G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 


Mr. Rogers. Mr. Chairman and members of the committee, my 
name is Byron G. Rogers. I am a Representative of the First Con- 
gressional District of Colorado, which is the city and county of 
Denver. I thank you and the members of this committee for the op- 
portunity to appear and testify concerning my bill, H. R. 3612, to 
amend the Railroad Retirement Act and related bills. 

During the adjournment between the 1st and 2d sessions of the 84th 
Congress, it was my privilege to discuss my bill and other pending 
bills that seek to amend the Railroad Retirement Act with many rail- 
road men who are covered by this act. Incidentally, my district 
is a railroad center, and most of the employees of the railroad are 
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residents of the city and county of Denver and are vitally affected 
by any action taken by the Congress. 

The general sentiment reflected by those who have paid into the 
fund is that there should be an increase in the amount that bene- 
ficiaries can receive under the act. It was pointed out that the in- 
creased cost of living has made it extremely difficult for those who 
have retired to exist on the amount now being paid; and, because of 
this condition, there is a hesitancy of those eligible to retire to take 
their retirement. It is felt that if a sufficient increase were author- 
ized by Congress, some of the men eligible would retire and make room 
for younger men. 

There was also sentiment that the length of service should be a 
factor in determining eligibility for retirement. As most of you know, 
the law now requires that a man reach a certain age before he is 
eligible for retirement. It is felt that if an individual has performed 
services for 30 or 35 years, he should be eligible for retirement. 

Then again sentiment was expressed that there should be a change 
in the law whereby men could take their five highest earning years and 
use that as the basis for the computation of their retirement. It was 
pointed out that in many instances, due to the change in conditions 
in the railroad industry, some men are not able, because of the un- 
certainty of their employment, to have a high average. Nevertheless, 
they have for a number of years been employees and, due to circum- 
stances beyond their control, their average earnings do not constitute 
a sufficient amount to make retirement attractive. By necessity, they 
must continue in their employment. Some adjustment should be 
made to alleviate the condition where an individual may have been em- 
ployed for a number of years but did not reach his peak. 

Naturally, I recognize this is a self-sustaining fund, and we want to 
keep it actuarially sound at all times. However, many inequities have 
developed, and I am hopeful this committee will explore all of the 
potentials and if possible report a bill that will give an adequate in- 
crease to meet the high cost of living and rearrange the formula so 
that it will be most beneficial to those employed in the railroad in- 
dustry. 

That is the short statement I have, which I will file with the com- 
mittee. If there are any questions on my bill or any matter that 
the members of the committee would like to direct my attention to 
concerning the conference I had, I would be glad to answer. 

I may state that we did have a meeting of a number of people in- 
terested, and at this meeting the Railroad Retirement Board sent one 
of their men to explain most of the situations that develop. We have 
an office in the city and county of Denver that has operated very 
satisfactorily so far as I am concerned, and any requests that have ever 
been made from them in trying to get facts and figures and other in- 
formation, they have been most cooperative. 

Mr. Harris. Thank you very much, Mr. Rogers. When was this 
meeting held ? 

Mr. Rogers. It was about December 18, 1955. 

Mr. Harris. By whom was the meeting called ? 

Mr. Rogers. The meeting was called by representatives from all of 
the brotherhoods, plus the clerks and others who are under the act. 
They were asked to send representatives to the meeting, where these 
matters were discussed. 
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Mr. Harris. They came to you and you in turn asked representatives 
of the Railroad Retirement Board to come in ? 

Mr. Rogers. That is right. It was at night, and I am sure that they 
did not give them any extra compensation . for coming, but the gentle- 
men came and stayed throughout the meeting. 

Mr. Harris. The meeting was attended by these representatives of 
each group ¢ 

Mr. Rogers. There was a representative from every group, plus 
other individuals who were not necessarily officers of the particular 
group that they may belong to. Of course, there were the carmen and 
engineers and firemen. 

Mr. Harris. How many people would you say attended this 
meeting ¢ 

Mr. Rocers. We had about 150. 

Mr. Harris. They were all local ? 

Mr. Rogers. Yes, sir. 

Mr. Harris. Around the city of Denver? 

Mr. Rocers. That is right. 

Mr. Harris. How many people would you say they represented ? 

Mr. Rogers. They would represent in the neighborhood of 3,000. 

Mr. Harris. Were all of the brotherhoods represented at that 
meeting ? 

Mr. Rogers. Yes, sir. 

Mr. Harris. Were methods discussed at the meeting as to how the 
present deficit in the railroad retirement account, together with the 
cost of proposed additional benefits, could be taken care of ¢ 

Mr. Rocers. Yes. It was discussed, but the question came up, as 
I have indicated here, as to the actuarial soundness under the method 
we have proceeded under in the past. Naturally, there is a division 
that you and I are familiar with of the two groups. 

Mr. Harris. Yes, of course. 

Mr. Rogers. I must say that no individual suggested an absolute 
solution. Some took the position that so long as they were paying 
this amount in, and it was a large amount, and was being matehed 
by the employer, that they saw no reason why we could not consider 
it a good deal like an insurance company or any other group that 
has commitments to meet, that the continued operation of that par- 
ticular company or of this particular railroad retirement funds. If, 
for example, they had to either pay back everything that they had 
taken in, and take the obligations that they had acquired as a oom 
of the act, naturally it would not pay all the way around. But it w 
felt that if we would consider the future as the insurance companies 
and others do, that there would be a sufficient fund probably to in- 
crease it. 

Some disputed the fact whether they had full knowledge of it or 
not. They were of the opinion that there should be a sufficient fund 
to do it, giving an increase and changing some of the formulas. 

Mr. Harris. Is there any information available to your group 
about the status of the retirement fund as reported by the Board a 
few days ago in its Sixth Actuarial Report ? 

Mr. Rogers. That is a few days ago? 

Mr. Harris. Yes. 

Mr. Rogers. No, it was not. 
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Mr. Harris. Did you have information at that time that the actu- 
arial status of the Railroad Retirement Board showed a deficit of about 
1.63 percent of payroll? 

Mr. Rogers. When was that report made, may I inquire? 

Mr. Harris. December 22 is the date I see on the copy of the report 
that I have here. It is the Sixth Actuarial Valuation of the Railroad 
Retirement System, related to the law in effect on December 31, 1955. 

It shows that the net level cost of the Railroad Retirement System 
as it now exists is 14.13 percent of the taxable payroll. Of course, 
the contributions now, as you know, are 12.5 percent of payroll. 

Mr. Rogers. Yes. 

Mr. Harris. Which makes a deficiency, according to this actuarial 
report, of 1.63 percent, or about $86 million a year on the level basis. 
You did not have this information at the time you discussed this prob- 
lem, I suppose. 

Mr. Rogers. At the time the problem was discussed it was brought 
out that a study was to be made. I assume that this is that report, 
or is this just the report of the Retirement Board, because there is 
some disagreement among the actuaries. 

Mr. Harris. I realize that. 

Mr. Rogers. That was discussed, and it also was discussed that some 
had reported that there would be a deficit even if it continued under 
the present law. Of course that led to quite an argument. Some said 
that they did not see how that could be possible, and then they asked 
the question, how much it cost to administer the fund. 

When it was pointed out that it was very small in comparison with 
other administrations of funds, it was not discussed any further. 

I will put it this way, that at least one group said, “Let us keep 
that actuarially sound regardless of what amount we get out of it,” 
and that led to quite an argument. But we did not have the broken- 
down figures as you have submitted them here. 

Mr. Harris. I am going to ask you some questions about your meet- 
ing because this is the first report that we have received directly from 
a meeting such as you have described, where the people have come to- 
gether and discussed the retirement system. That is the reason I think 
it is pretty important that we get such information as you have and 
can give us. 

Your bill is identical, I believe, to H. R. 2573, by our colleague, 
Mr. Cunningham. 

Mr. Rogers. That is right. 

Mr. Harris. Is there any difference in the bill you introduced and 
the bill that Mr. Bennett of Florida, Mr. Van Zandt of Pennsylvania, 
and others have introduced ? 

Mr. Rogers. Yes, there is some difference. The exact differences I 
am not in a position to point out at this time. However, they were 
discussed. The chief thing that I think that all of them seek to 
attain 





Mr. Harris. I stand corrected myself. I believe the bill of Mr. 
Bennett of Florida is identical to the bill you and Mr. Cunningham 
introduced. 

Mr. Rogers. The Van Zandt bill, I think, is different. That is what 
I had reference to. I think probably Van Zandt has one bill some- 
what similar to this, but he has a number of others. 
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Mr. Harris. May I ask you the same question that was suggested 
yesterday by our colleague from Mississippi, Mr. Williams? 

What do you consider to be the most important proposals insofar as 
most employees are concerned? You have had occasion to meet with 
a rather representative and large group. What do you consider to be 
the most salient provision of these bills ¢ 

Mr. Rogers. The first one that was discussed in this meeting was the 
opportunity of the individual to retire at age 60, if he wanted to take 
advantage of it, because these employees, having arrived at a certain 
status where their opportunity for further promotion was somewhat 
limited, and their physical condition was such that it was a burden 
upon them to continue to work, although not physically disabled 
within the terms of the act. That seemed to be the No. 1 problem that 
many of them were proposing. 

Mr. Harris. The question has been raised as to how effective it 
might be. Under the present law, as you well know, an employee is 
permitted to retire at the age of 65. 

Mr. Rogers. That is right. 

Mr. Harris. The record shows that they do not retire at 65. Actu- 
ally the average now is about 68 or 69. Of course, the hand of the Al- 
mighty has something to do with that average. 

Mr. Rogers. Yes. I may say that it was pointed out that if you 
take men who were engineers, firemen, conductors, and what not, who 
no doubt bucked the extra board as someone said for 15 or 20 years, but 
eventually through the seniority system they get up to the high pay- 
ing job, which they have been trying to get for a number of years, 
and once having attained it, it is extremely difficult to have him to 
voluntarily retire. This was evidenced by the fact that they brought 
out a number of engineers and conductors that had reached the peak 
and wanted to hold onto it. So when I asked the question whether or 
not there should be compulsory retirement, I got the answer “No, they 
don’t want that.” 

But there were, particularly in the roundhouse or car department 
and others, those who had served 35, even 40 years, and it was difficult 
for them to carry on their jobs, and they didn’t see by virtue of their 
age that they had any opportunity to getting further advancement. 
Their health being such, it was a burden for them to continue. Yet 
they could not get sufficient funds to live on. 

I may also point out that our State has probably the highest old-age 
assistance payment in the Nation. One month it went to $115. The 
men would say, why should we continue to pay in here if you get up 
to the age of 60 and quit. You can get almost the equal amount that 
we are going to get if we retire and paid into this all our lifetime. 

Of course, that happened to be a local situation. Nevertheless, that 
was one of the factors and arguments that was used. 

Mr. Harris. What other salient point was brought out ? 

Mr. Rogers. The other salient point that was brought out by one 
individual that I know quite well was that he had been working for 
the railroad from the late twenties and due to conditions beyond his 
control, he bucked the extra board for a number of years, and never 
did get to a permanent position, and that when it came to a question 
of him figuring what his retirement age would be, it ran lower than he 
thought that it should because of the years that he had put in in the 
industry. Therefore, some formula or some method of change should 
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be used rather than the average that was taken. It was pointed out 
that because of the act starting in 1937, that eventually time itself 
may take care of that situation. But at any rate, some consideration 
should be given at least to those employees who have not been able to 
attain a high average that would give to them a subsistence after they 
retired. 

The suggestion was even made that you take a 5-year high average. 
What that would do to the fund I don’t know, but that is a suggestion 
that was made. 

Mr. Harris. I wonder if that probably was the result of a similar 
provision under civil service ? 

Mr. Rogers. That was discussed. I don’t want to blame it on that 
provision in the civil service. 

Mr. Harris. As you know, there is a provision in the civil service 
that the highest 5-year average earnings would be considered in the 
computation of annuities. 

Mr. Rogers. The gentleman advocating that came out point blank. 
He said that the Government workers can do that, and they only pay 
114 percent, and we pay 6. 

Mr. Harris. I think he is mistaken about that. Government em- 
ployees pay 6 percent on their entire salary. 

Mr. Rogers. Yes. 

Mr. Harris. I wonder what would be the reaction of the employees 
you talked to if it were proposed to tax their entire wages rather 
than limiting the tax to $350. 

Mr. Rogers. I will put it this way. The majority of them there 
thought that would be a proper solution to it. I don’t want to leave 
the impression that it was unanimous, because it was not. 

Mr. Harris. I imagine that those who were earning more than 
$4,200 would be against it, and those earning $4,200 or less might be 
for it. Weare all human, you know. 

Mr. Rogers. Surely. I was not in a position to ascertain what the 
respective earnings of the fellows making the argument were, but 
there were at least two individuals who were in the minority, who 
said you just have to pay a certain amount and you are going to draw 
out a certain amount. Where are you going to get the difference? 
There is where the argument came up that this is like an insurance 
company. You have to depend somewhat upon what the future may 
hold. Having operated for almost 20 vears here, we should have some 
experience that would permit a greater payment because of the so- 
called inflation, as we refer to it, or the increased cost of living. It 
is our duty, probably as Members of Congress, to try to figure it on 
that basis, but at the same time try to keep it actuarially sound because 
they doubted that some of the figures given to show that it was not 
actuarially sound were not correct. On the contrary, they were a little 
too conservative in their estimates. 

Mr. Harris. I have used so much time here. Mr. Dollinger said he 
did not have any questions. Mr. Hale? 

Mr. Hate. No. 

Mr. Harris. Thank you very much. You have been very helpful. 
We know the fine record that you had before you came to Congress. 
As a member of the great Committee on the Judiciary here in the 
Congress, and your knowledge of the law and technical matters in- 
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volving this legislation you have been very helpful, and we appreci- 
ate it. 

Mr. Rogers. Thank you, Mr. Chairman. If there is anything fur- 
ther on which I could assist this committee, I would be delighted to 
report further. 

Mr. Harris. Thank you very much. 

We are also glad to welcome here our colleague from Iowa, Mr. 
Paul Cunningham. Mr. Cunningham introduced and is sponsoring 
H. R. 757, 2573, and 3416. I say to our distinguished friend and col- 
league that we are glad to have you before this committee. We know 
of the long record you have had in Congress, and the esteem that 
everyone holds for you. 


STATEMENT OF HON. PAUL CUNNINGHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF IOWA 


Mr. CunninNGHAM. Thank you very much. In view of the fact that 
I have several bills pending before this committee, I have a very 
brief statement I would like to give. I appreciate this opportunity 
to testify in behalf of proposed legislation to liberalize railroad retire- 
ment benefits. 

Two years ago I met with a group of railroad employees at Des 
Moines, Lowa, and they outlined their views regarding liberalization 
of the Railroad Retirement Act. I have incorporated their views 
in several bills which I have introduced in the Congress. I wish now 
to address myself to my bill, H. R. 2573, and several similar bills 
which set forth three ways of liberalizing railroad-retirement benefits. 

In the first instance, it provides retirement at age 60 with 30 years’ 
service or with 35 years of service regardless of age. Second, it pro- 
vides for computation of credit for service prior to January 1, 1937, 
on the basis of the 5 highest years average. Third, it provides a 15 
percent increase in present annuities and pensions. 

All of the three things set forth in this legislation are very desir- 
able and more in keeping with other retirement systems. I cannot 
emphasize too strongly, and I know that all of you are cognizant of, 
our ever-changing economy and the need for a 15 percent or greater 
increase in annuities to take care of the increased cost of living. 

The increase in the size and type of motive power has brought 
about the discharge of many persons employed by the railroads be- 
fore they attain age 65 and are eligible for pension. Many of these 
men have worked for the railroads 35 and even 40 years but are not 
eligible to draw any benefits whatsoever until they attain age 65. 
Many of them are between the ages of 55 and 60, and having been 
trained in railroad work, it is almost impossible for them to get any 
kind of employment to carry them through until they reach age 65. 
It is to take care of this group that I believe the Railroad Retire- 
ment Act should provide retirement at age 60 with 30 years’ service 
or with 35 years of service, regardless of age. 

Most pension systems base their benefits or annuities on the average 
highest 5 years of wages. It seems to me that the present Railroad 
Retirement Act figures annuities on the average earned between 1924 
and 1931. 

Now, I wish to call your attention to my bill, H. R. 757, which has 
for its purpose the amending of the Railroad Retirement Act and the 
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Social Security Act to eliminate those provisions which restrict the 
right of a spouse or survivor to receive benefits simultaneously under 
both acts. A portion of this particular bill was incorporated in Public 
Law 383 which was approved August 12, 1955, and made effective 
September 1, 1955. That particular law provided that widows who 
had social-security benefits in their own rights would receive same in 
addition to benefits under railroad retirement. This law applied to 
widows, widowers, and parents but the rail spouse still suffers from 
this restriction and any benefit award to her or him under social 
security is deducted from the benefit check which he or she receives 
under railroad retirement. I think that it would be well for the com- 
mittee to study this particular part of the present law and to accept 
legislation to remove the dual restriction as it now applies to spouses. 
ee be permitted to obtain both benefits if they are able to 
qualify. 

I have no particular pride to authorship in any of the proposed 
railroad legislation introduced by me, but I do know that it repre- 
sents the composite thinking of many thousands of railroadmen. I 
would like to see justice done to these thousands of faithful workers 
and want to help them in every way I am able. 

I leave it to the wisdom of this committee to bring forth the type 
legislation needed and to protect the interests of all persons concerned. 
I wish to compliment the members of this great Interstate and Foreign 
Commerce Committee of the House of Representatives for the prog- 
ress that it has made over the years in the matter of railroad retire- 
ment legislation. I thank you for the privilege of appearing before 
you in behalf of the railroad workers of the country and their 
dependents. 

ay I say, Mr. Chairman, in addition to what I have read in regard 
to this spouse situation that it puzzled me somewhat when I first re- 
ceived complaints after the bill we enacted a year or more ago. I 
thought that a spouse would be protected, and if this spouse was en- 
titled to social security she would also receive the benefit check. I even 
answered mail and tried to argue that point. But when I got into it, I 
found that there is a difference. As long as the spouse has a husband 
living who worked for the railroad and she draws a check as a result 
of his work and also is entitled to social security, there has to be a 
deduction. She can’t get both benefits. But if she gets rid of him, 
. - dies or she poisons him or something else, she can get credit on 

oth. 

It seems to me unjust and inequitable. No doubt the interpretation 
by the Retirement Board is correct according to the law, but Iam frank 
to say that most Members of Congress, when the law was passed, did 
not realize that it could be so interpreted. 

I believe my bill cures an inequity that is very much needed. When 
you really stop and argue it through and think about it, it is very un- 
just the way it is and should be corrected. 

In listening to the questions of the chairman to our distinguished 
colleague from Colorado, I was impressed with several things, and may 
I comment just briefly on them? 

Mr. Harris. I would be very glad if you would. 

Mr. Cunnincuam. I was impressed by that 50 year actuarial study. 
Is it not true that we don’t know today how many increases there will 
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be in wages of the railroad worker during that 50 years, and therefore 
you cannot make a complete actuarial level at this time? In fact, 
we don’t know whether there will be any railroads 50 years from now. 

I understand that the amount of money coming into the railroad 
retirement fund is actually increasing at the present time. There have 
been several increases in wages to the workers since there has been any 
increase in the retirement benefits. Therefore, it is on the upgrade at 
the present time, and we should not look too far into the future to help 
the people today who are in need at this time. 

I think that completes my statement. 

Mr. Harris. Thank you very much, Paul. We are glad to have 
that statement. I wonder if you have any information as to what the 
railroad payroll was in 1955 as compared with 1954? 

Mr. Cunnincuam. No, I donot, Mr. Chairman. I do not have those 
figures. 

See. Harris. I do not think I have them either. Are they in the 
actuarial reports? 

Mr. CunnineHam. I presume, Mr. Chairman, they are affected 
somewhat by automation and the fact that as many employees are not 
needed to run the train. 

Mr. Harris. May I ask some member of the Railroad Retirement 
Board for the answer to the question? I think it might be helpful to 
us in the discussion. 

Mr. CunntncHam. Am I excused, Mr. Chairman? 

Mr. Harris. Just a moment. 


STATEMENT OF WALTER MATSCHECK, DIRECTOR OF RESEARCH, 
RAILROAD RETIREMENT BOARD 


Mr. Marscueck. The taxable payroll in 1954 was something over 
$4.7 billion. I think it was about $4,770 million. In 1955, while we 
don’t have exact figures as yet, because they are not yet available, 
it would be about five billion one or two. 

Mr. Harris. $5.1 billion or $5.2 billion in 1955 ? 

Mr. Matscueck. Just a little over $5 billion. I am told $4.7 billion 
plus in 1954. 

Mr. Harris. Something like $300 million more in 1955 than in 
1954. 

Mr. Marscuecx. Mr. Chairman, that should be qualified by the 
statement that that increase in 1955 is largely due to an increased tax 
base of $350 per month. 

Mr. Harris. Yes, that is true. I can understand that. 

Mr. Marscneck. It is only applicable for half of 1954, but for all 
of 1955. 

Mr. Harris. Do you have the total payroll of the railroad industry 
for 1954 versus 1955 ? 

Mr. Matscueck. Not offhand. It would be about 15 percent, as I 
remember, greater than the taxable payroll. About 85 percent of the 
total. 

Mr. Harris. Does that mean the total payroll for the railroad in- 
re in 1955 was greater than the total payroll for the industry in 
1954 

Mr. Marsconeck. Yes. 
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Mr. Harris. That is the information that I wanted. 

Mr. Marscneck. That is the total and also the taxable, of course. 

Mr. Harris. Can you give us the total number of employees that 
come under the railroad retirement program in 1954 and 1955? 

Mr. Marscueck. Around a million and three quarters in 1955. We 
have two figures. One is the average number of employees, and the 
other the total number of employees, which are, of course, quite differ- 
ent. In 1954, the total number of employees, as I remember, was 
1,700,000, It is in that neighborhood. 1 don’t know the exact figure. 
It would be slightly higher than that in 1955. 

Mr. Harris. The total number of employees in the railroad in- 
dustry, then, increased in 1955 over 1954? 

Mr. Marscueck. I think there was a slight increase. I am trying 
to do this from memory, and I am not quite certain. We will supply 
you with the figures for the record, if you wish. 

Mr. Harris. I wish you would do that. 

(The information referred to was later submitted and appears on 

. 115. 
i Mr. lecesite I observe in the Sixth Actuarial Valuation Report, 
that the years 1953 and 1950 were used, which, of course, is under- 
standable. 

Mr. Marscueck. Yes. 

Mr. Harris. I thought that more up to date information might be 
more helpful. 

Mr. Martscueck. I will supply that information tomorrow morning. 

Mr. Harris. Thank you. I will appreciate it if you would do that. 

Mr. Dollinger, do you have any questions ? 

Mr. Doxtuincer. No, Mr. Chairman. 

Mr. Harris. Mr. Hale. 

Mr. Hare. Your bills H. R. 760 and H. R. 2573 are about alike, are 


they not ? 


STATEMENT OF HON. PAUL CUNNINGHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF I0WA—Resumed 


Mr. Cunnincuam. Mr. Hale, who introduced the first one you men- 
tioned ? 

Mr. Hate. 760? 

Mr. Cunnincuam. It is my bill ? 

Mr. Harris. I think the difference is that H. R. 760 also carries the 
provision of repealing the dual benefit restriction on spouses’ annuities. 

Mr. Cunnincuam. That is right. 

Mr. Harris. Your other bill appears to me to contain the identical 
provisions of H. R. 760 less the provision that was repealed with re- 
spect to widows’ annuities. 

Mr. CunnrncHam. Yes. That is why it was introduced at a later 
date. 

Mr. Hate. So as a practical matter H. R. 2573 takes care of every- 
thing that needs taking care of now ? 

Mr. Cunnineuam. I believe so. It was drawn with that intention. 
I would say that is what I asked the drafting service to provide. 

Mr. Hate. H. R. 757 contains additional matter with respect to 
survivor benefits, is that right ? 

Mr. CunnincHaM. That is correct. 
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Mr. Harz. That deals with the very complex and difficult question 
of the man who has entitlement under both social security and rail- 
road retirement. 

Mr. Cunnineuam. If he is a spouse or his wife. That was the one 
that puzzled me for quite a while, Mr. Hale. As I understand it, if a 
man works for the railroad and is retired and gets his benefit, his wife 
also gets a check by virtue of his employment. But as long as he is 
living and she gets social security, she cannot get both. The moment 
he dies, she gets in on both. I don’t believe it was the intention of 
Congress originally that be done. 

Mr. Hate. I don’t think we have ever yet come up with the right 
answers on that question and we have to sometime. 

Mr. Harris. I should like to say to our colleague that I doubt if the 
effect of that provision was fully recognized. I believe, from what 
limited information and knowledge I have about this whole situation, 
that unfortunately the Congress did intend that limitation when it 
adopted the amendments in 1951. It was put in for a specific reason. 
The dual benefit restriction on employees proper was repealed 2 or 3 
years ago. Last year there was an adjustment as far as the widows’ 
benefits are concerned. Now we are faced with the repeal of the re- 
striction on the living spouse. 

Mr. Cunnrncuam. I have no idea, Mr. Chairman, how many are 
affected by it, but there are probably quite a few nationwide. 

Mr. Harris. Y es, quite a few spouses are affected by it. That is the 
reason why some take the position that it is dangerous to repeal this 
restriction because of the drain on the fund. They do not object to 
these people receiving this amount of money. 

Mr. Cunnincuam. But the odd part about it is, Mr. Chairman, if 
you take the spouse whose husband paid for her railroad retirement 
and she paid a percentage of her wages in social security, and yet 
under this provision, she is denied the benefit of one of the two. 

Mr. Harris. Until 2 years ago the same restriction applied to the 
employee proper. 

Mr. Cunninenam. That is right. 

Mr. Harris. Mr. Springer ? 

Mr. Sprincer. I have no questions. I am familiar with this bill. 
Thank you, Mr. Chairman. 

Mr. Harris. May I ask you the same question that was asked of our 
other colleague? What do you feel is the most salient feature of these 
proposals that the railroad employees would like to have ? 

Mr. Cunntneuam. I think without question it is the one of retire- 
ment after 30 years of service and age 65, or the other way around, 35 
years of service, regardless of age. I might say in connection with 
that, from the time years back that I served in the State legislature 
and these matters were coming up more and more all the time, I often 
wondered why the age limit. “Why shouldn’t all retirements be based 
upon inability to earn? A man might be stricken with polio at age 
30 or 40, or something like that. 

Mr. Harris. There alres udy are disability provisions in the Railroad 
Retirement Act. 

Mr. Cunnineuam. I appreciate that, but a man may not be able to 
find employment anywhere else, and not be able to work on the rail- 
road before he gets his retirement. Yet we have other people who are 
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running trains at 75 and 80 years of age because they don’t want to 
retire. 

Mr. Harris. You would not be for compulsory retirement ? 

Mr. Cunntncuam. No, I don’t advocate that. 

Mr. Harris. That is the thing that confuses me somewhat. Others 
have said, as you have said, that the feature that they want most is 
the proposal to reduce the retirement age. However, the facts are 
that when they reach 65, as the law provides now, they don’t retire. 

Mr. Cunnrneuam. Some of them don’t. 

Mr. Harris. There are about 225,000 on the retirment rolls today so 
I am informed, and only about 10,000 of that total of 225,000 or more 
retired at a reduced annuity before age 65. That is under the option 
provision. There were only 240 reduced-annuity awards last year. 

With that experience behind us, I wonder what is behind this pro- 
posal that makes it the most desired one of all. 

Mr. CunntneHAm. You asked me to speak for the people that I have 
contacted ; is that correct ? 

Mr. Harris. No. I know from the long acquaintanceship with my 
colleague that when he is back home, he takes advantage of any op- 
portunity presented to talk to his people. I know he has a lot of 
railroad people in his district. I am asking because I’ know that I 
can get a first hand report from the grass roots, so to speak. 

Mr. Cunnincuam. I don’t know that I can give you a correct 
answer to that, other than need. 

Mr. Harrts. If they don’t retire at age 65, but keep on working, 
why would there be any greater need if the retirement age were re- 
duced to 60? 

Mr. Cunntncuam. That is true. On the other hand, we are over- 
looking the fact that it is inherent in human nature to keep on work- 
ing as long as a person can. That is very commendable on the part 
of these people. 

Mr. Harris. I am very proud of that character. 

Mr. CunntncuaM. Furthermore, they make more money by work- 
ing. Probably if they had a better retirement system, they would 
retire earlier. Maybe that is the answer. Maybe that is why they 
keep on working. 

Mr. Harris. There are several bills that propose a percentage in- 
crease across the board to those receiving annuities. Some are 10 
percent, some 15, some 20 percent, and I think one or two propose 
an increase as high as 25 percent. I suppose that has little interest 
to the average railroad employee. 

Mr. Cunnirnonam. I don’t think the various percentages were ever 
discussed at any meeting I was at but rather a fair and reasonable 
increase was definitely requested. 

Mr. Harris. That is certainly interesting. Thank you very much. 
We are very glad to have your statement and your expression of in- 
terest in this proceeding. 

A letter addressed to me as chairman of this subcommittee under 
date of January 23, 1956, signed by Mr. James L. Cosgrove, presi- 
dent of the Railroad Employees National Pension Association, 110 
South Dearborn Street, Chicago 3, Ill., will be included at this point, 
without objection. 
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(The letter is as follows :) 


RAILROAD EMPLOYEES’ NATIONAL PENSION ASSOCIATION, INC., 
Chicago, Ill., January 28, 1956. 
Hon. OREN Harris, 
Chairman, Subcommittee on Transportation and Communications, 
House of Representatives, Washington, D. C. 

My Dear Mr. CnarRMAN: My name is James L. Cosgrove. I am president 
of the Railroad Employes’ National Pension Association, Inc., 110 South Dear- 
porn Street, Chicago 3, Ill. 

The Railroad Employes’ National Pension Association, Inc., is a corporation 
not-for-profit under the laws of the State of Illinois. Our association was 
organized April 29, 1931, for the purpose of procuring the enactment of Federal 
legislation to provide an adequate retirement annuity for railroad employees 
and their families and has been active in this movement the past 25 years. Its 
membership is made up of members of the various railroad brotherhoods, all 
of them being represented in our association. These men have felt the necessity 
of cooperating in the interest of railroad labor to procure satisfactory retire- 
ment legislation. 

Our association is governed by a board of directors and has a constitution 
and bylaws ratified by convention action. The books of the association’s 
treasurer are audited annually by a certified public accountant approved by 
the board of directors. 

While performing my duties as president, I am in active railroad service, 
employed in the capacity of a conductor for the Chicago & North Western 
Railway Co. My seniority dates from September 1915. I am a member of the 
Brotherhood of Railroad Trainmen and the Order of Railway Conductors and 
Brakemen. 

As president of the Railroad Employes’ National Pension Association, Inc., I 
am submitting this report in the interest of H. R. 8230 and H. R. 8231, bills to 
amend the Railroad Retirement Act of 1987 as amended, introduced at our 
request in the House of Representatives on January 9, 1956, by the Honorable 
Congressman Charles A. Boyle from the 12th Congressional District of the 
State of Illinois. 


Section 3 (c) of the Railroad Retirement Act provides: 


“MONTHLY COMPENSATION 


“(c) The monthly compensation shall be the average compensation paid to 
an employee with respect to calendar months included in his years of service, 
except (1) that with respect to service prior to January 1, 1937, the monthly 
compensation shall be the average compensation paid to an employee with re- 
spect to calendar months included in his years of service in the years 1924-31, 
and (2) the amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station employee 
whose duties consisted of or included the carrying of passengers’ hand baggage 
and otherwise assisting passengers at passenger stations and whose remuneration 
for service to the employer was, in whole or in substantial part, in the forms 
of tips, shall be the monthly average of the compensation paid to him as a sta- 
tion employee in his months of service in the period September 1940 to August 
1941: Provided, however, That where service in the period 1924-31 in the one 
case, or in the period September 1940 to August 1941 in the other case, is, in the 
judgment of the Board, insufficient to constitute a fair and equitable basis for 
determining the amount of compensation paid or attributable as paid to him 
in each month of service before 1937, or September 1941, respectively, the Board 
shall determine the amount of such compensation for each such month in such 
manner as in its judgment shall be fair and equitable. In computing the monthly 
compensation, no part of any month’s compensation in excess of $300 for any 
month before July 1, 1954, or in excess of $350 for any month after June 30, 
1954, shall be recognized. If the employee earned compensation in service 
after June 30, 1987, and after the last day of the calendar year in which he 
attained age 65, such compensation and service shall be disregarded in com- 
puting the monthly compensation if the result of taking such compensation into 
account in such computation would be to diminish his annuity.” 

H. R. 8230 provides for two amendments to the act. (1) That the monthly 
compensation shall be the average compensation paid to an employee with respect 
to the 60 calendar months included in the 5 calendar years (whether or not 
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such years were consecutive). In computing the monthly compensation, no 
part of any month’s compensation in excess of $350 shall be recognized. 

The purpose of the procurement of the Railroad Retirement Act was twofold, 
namely, to allevate the unemployment on our railroads by the retirement of 
older employees and to provide an adequate retirement annuity. Neither of 
these objectives have been achieved, notwithstanding that the Railroad Retire- 
ment Act was enacted in 1937, 19 years ago, and has a balance in the railroad 
retirement account as of September 30, 1955, of $3,492,789,000 and the average 
annuity being paid in October 1955 was $101.22 a month. As of December 31, 
1954, 18,800 retired employees were receiving an annuity of less than $50 a 
month. By amending the act to compute the employee’s monthly average on 
his 5 highest years of earnings, as provided in H. R. 8230, will eliminate using 
the employee’s earnings for prior service (the period from January 1, 1924, 
to December 31, 1931), when he received his smallest wages, and basing the 
average on the period when the employee received his highest wages, 

A $350 monthly average for 5 years with 30 years of compensated service, 
at age 65, would pay an annuity of $186.30 a month and would be an incentive 
for men to retire and create jobs for youth. 

The committee is urged to give this change in the act serious consideration. 

(2) H. R. 8230 also provides to amend the third proviso of section 2 (e) of 
the act of 1937 as amended. 

This change in the act would permit a spouse to receive her spouse’s annuity 
in addition to her social security benefit, which she earned and paid taxes for in 
her own right. Both benefits to be paid the spouse without any reduction in 
either benefit. In our opinion, we believe, it is inequitable to deprive the wife 
of a benefit that she has bought and paid for because she qualifies for a spouse’s 
annuity under another law, which her husband paid for. 

The committee is urged to repeal this provision of the act and give to these 
women the benefit they have earned and stop this discrimination. 

H. R. 8231 provides for a 15 percent increase in the annuities and pensions 
payable to railroad employees and their survivors. 

We believe, our first need is an adequate retirement annuity. In view of the 
astounding increase in prices, it seems incredible that our retired people are the 
recipients of such nominal annuities and pensions. It is hard to believe, in this 
day and so-called prosperity, our retired people are coerced to eke out a bare 
existence. The average monthly annuity being paid 313,100 annuitants in Oc- 
tober 1955 was $101.22. The average monthly spouse’s annuity was $46.85. 
Some 141,000 aged widow’s benefits averaged $50.30. At the present time and 
until 1967, no more than 30 years of service may be credited towards annui- 
ties and the maximum now payable also reflects this fact. The distribution by 
amount of the 296,600 employee annuities being paid on December 31, 1954, was 
approximately as follows: 


A NE I nckcncrdccdtinn ein enytitehiucaipeliatsmmncenaiieiienintiiameninpicbe 2, 700 
EIN BEGUN a cree cheenietrccitmeperitneghatpritcasrteds Abe cab ndeenaabimmeciae 14, 700 
in cicpenncacerdirrteeteiaieine tacbeansititiipditialidiatibaaakcbicMiaia iinitnealiat acmeltaiasine te 16, 600 
Sree okcsuinn- bis secnroneniesSdrouhdinstantairnaniinanndeseteriitin oiiietiiadiataieeinaattintneiiiidematennae 23, 100 
A RG nen: bendherevvnshoceo ark eteeieetinnbanrntrisd ementcaieetiibinnin sedated nett 82, 300 
BE EA Gi ID Sis daceniic iced cosicapenisnien pendant liane inking deaargesbiabick Memiihatiees ahcinnhedbbacbededie 36, 600 
BI OTD Dad rete dines Lacs eesti niall escapee tenance Milahe psy tele weil tadiigls deceased 82, 800 
Be Riis 5 ssin css caparegiick ohdetasinipbentaadanienineiiniaeasigabnahsiitatiess taser dhectaaniedinsed 26, 700 
SD D0 EO erech tee entitons ts ktiaemadei a aelebiaciacmbatan anni stra ngee eesbesint 23, 300 
Os MII exten tepercasond aod —nrenatecebdvecabetens nateaneneieilaahigon oan diab ctimapt aed haah 19, 700 
OO a ekckice keith phneentonehih aeceenbeeneteny alin tbbaraniabingtmeytinktebieh 39, 900 
i bib sensts hich he nie alate inig ann ie ashen hieiin dippavamienanas 9, 400 
DIU din seen ninen 0rd qusitendeenr singe ind Banusinradeonnmnetem 18, 800 


No human being can exist adequately on such an annuity. An annuity should 
be sufficient, not merely to meet the present necessities of life, but to provide for 
sickness and death. 

An adequate annuity would have a marvelous effect on the strengthening of 
family life and justifies it morally. A strong family life, obviously, is the basis 
of a strong nation. Let us remember one thing; that social transformation is 
inevitable. 

In the interest of the security of our retired people and those who will retire 
in the future, we urge and appeal to the Members of the committee to give 
serious consideration to the proposed changes in the act embodied in H. R. 8230 
and H. R. 8231. 
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In behalf of the members of the Railroad Employees’ National Pension Associ- 
ation, Inc., and all railroad people, we thank the committee for their indulgence. 
Respectfully submitted, 
Jas. L. Coserove, President. 


(The following letter was later received from Mr. Boyle:) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., January 31, 1956. 
Re: H. R. 8230, 8231, 3401, and 8587. 
Hon. J. Percy PRIEST, 
Chairman, Interstate and Foreign Commerce, 
New House Office Building, Washington, D. C. 

DEAR Mr. CHAIRMAN: Reference is made to H. R. 8230, 8231, 3401 and 8587— 
all Railroad Retirement bills—which I have introduced and which have been 
referred to the Interstate and Foreign Commerce Committee. 

After further study of the question involved in these bills I have come to the 
conclusion that the enactment of the above bills referred to would endanger 
the solvency of the railroad retirement fund. In view of this I wish to with- 
draw my support of the above mentioned bills. 


Sincerely, 
Cuartes A. Boyte, 


Member of Congress. 


Mr. Harris. Do we have any more of our colleagues here who wish 
to speak ? 

(There was no response. ) 

Mr. Harris. The Chairman has a communication from our col- 
league, Mrs. St. George, with reference to her bill, H. R. 182. She 
advises that her bill is identical with H. R. 594, which she introduced 
in the 883d Congress, and on which she testified on June 2, 1954. The 
testimony appears on pages 45 and 46 of the published hearings on the 
bills to amend the Railroad Retirement Act 2 years ago. She would 
like for her testimony to be incorporated in these hearings as her 
statement on behalf of her bill, H. R. 182. 

Without objection it will be included in the report at this point. 

(The information is as follows:) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., January 23, 1956. 
Hon. OREN HARRIS, 
Chairman, Subcommittee on Transportation and Communications, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


DeaR Mr. CHAIRMAN: You have very kindly given me the opportunity to 
testify before your subcommittee on my bill, H. R. 182. 

This bill is identical with H. R. 594, which I introduced in the 83d Congress, 
and on which I testified June 2, 1954. This testimony appears on pages 45 and 
46 of the published hearings on “Bills to Amend the Railroad Retirement Act.” 

I shall appreciate it very much if that testimony is incorporated in the hearings 
scheduled for January 24, 25, and 26, 1956 as my statement favoring H. R. 182. 

Very sincerely yours, 
KATHARINE St. GEORGE. 


(The testimony referred to follows:) 


STATEMENT OF HON. KATHARINE ST. GEORGE, A REPRESENTATIVE IN CONGRESS 
FRoM THE STATE oF NEw YorK, JUNE 2, 1954 


Mrs. St. George. Mr. Chairman and gentlemen of the committee, thank you 
for this opportunity to appear before you in favor of my bill) H. R. 594. 

This bill is to provide that railroad employees may—and I stress the may— 
retire on a full annuity at the age of 60 or after serving 30 years; and to provide 
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that such annuity for any month shall be not less than one-half of the individual’s 
average monthly compensation for the 5 years of highest earnings. 

I have long felt that it was an injustice to compel railroad employees to wait 
until the age of 65, regardless of the length of service. It seems to me for a great 
many reasons that while we realize full well that many men, and women may I 
add, can give valuable service after the age of 60, yet they should be given 
the right of retirement at that age. 

I feel particularly strongly on that because in most legislation women are given 
the right to retire at the age of 60, and it therefore seems an injustice that male 
employees should be discriminated against. 

I do not know if any of you gentlemen have studied insurance statistics, but 
those statistics show that women have a better chance of longevity than men. 
They show the average longevity of men to be 63 years, and of women 68 years; 
and I have long been a believer in the saying that the female of the species is more 
deadly than the male. 

I also think for the good of the service it might be an excellent thing if some 
of the older employees might be permitted to retire at the age of 60, thus making 
room for the employment of younger people. 

I have discussed this bill with many of my railroad friends, and I find most of 
them are very strongly in favor of it. I therefore hope it may receive considera- 
tion by your committee, and I hope for its ultimate passage. 

I do not think there is anything more I can say. The bill is very simple, and 
it just takes up that one question. 

The CHAIRMAN. Thank you, Mrs. St. George. 


Mr. Harris. The next witness is our colleague, the Honorable Alvin 


M. Bentley, of Michigan, in support of H. R. 6833 and H. R. 4555. 
Mr. Bentley, we will be glad to hear you. 


STATEMENT OF HON. ALVIN M. BENTLEY, A REPRESENTATIVE OF 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bentitey. Mr. Chairman and members of the subcommittee, 
I want to thank you for this opportunity to present my feelings re- 
garding my bill, H. R. 6833. This bill would amend the Railroad 
Retirement Act and the Social Security Act to eliminate those provi- 
sions which restrict the right of a spouse or survivor to receive bene- 
fits simultaneously under both acts. ’ 

In 1954 I was happy to see passage of a bill identical to one I intro- 
duced which removed these restrictions as far as the retired railroad 
worker himself was concerned. I feel now, that in all fairness, the 
wife or survivor of the railroad man should be entitled to her share 
of the railroad pension in addition to the benefits she earned under 
social security. In many cases, the wife may have worked for years 
building up her own benefits under the social security covered em- 
ployment only to find that the amount she is entitled to is deducted 
from her railroad pension. In some cases under the present law, the 
husband may have worked under social security covered employment 
after retiring from the railroad in order to entitle himself to these 
benefits only to find that his wife’s benefits are eliminated. 

I cannot help but feel that legislation to remove these restrictions 
upon dual benefits is badly needed and, if enacted, would eliminate 
many cases of real hardship, particularly among widows. I urge you, 
gentlemen, to report this bill out favorably. 

Mr. Chairman, if I may, I will now go on to the testimony in sup- 
port of my bill, H. R. 4555, to amend the Railroad Retirement Act 
of 1937 so that survivors of certain deceased employees who had 30 
years’ service or more at the time of their deaths shall be entitled to 
survivor’s benefits under that act. 
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As the law now stands, survivors of uninsured railroad workers who 
died before retirement without having worked in the railroad industry 
for any length of time after 1936 are not entitled to any insurance 
benefits. On the other hand, a completely insured status is enjoyed 
by pensioners and other individuals with 10 years of service, including 
a sufficient number of covered quarters, who retired before 1948. (The 
quarters of coverage requirement will be explained later.) Thus a 
man could have serve the railroad industry and worked diligently 
for more than 30 years, but if he was unfortunate enough to die without 
filing for a pension or an annuity, or without having at least 6 calendar 
quarters of coverage after 1936, his widow gets nothing. ‘This is 
patently inequitable, and should be corrected. I am offering my amend- 
ment as a corrective solution. 

At present, survivor benefits under the Rail~oad Retirement Act 
are payable to the qualified survivors of properly insured employees. 
But in order to be considered properly insured, the employee must 
have met one of the following conditions (sec. 5, subsec. (1), par. 
(7), Public Law 572, 79th Cong.) : 

1. A current connection with the railroad industry; and a number 
of quarters of coverage, not less than 6, and at least equal to one-half 
of the number of quarters, elapsing in the period after 1936, or after 
the quarter in which he will have attained the age of 21, and up to 
but excluding the quarter in which he will have attained the age of 
65 years or died, whichever occurs first. The employee must have 
had this coverage in employment under the Railroad Retirement Act 
or in such employment combined with employment under the Social 
Security Act. 

It is my understanding from correspondence with the Railroad Re- 
tirement Board that is section quoted above would require the employee 
to have had at least 1 quarter where his wage was $50 or more for 
every 2 calendar quarters worked after January 1, 1937 (or after 
reaching age 21, if later), and through the quarter before the one in 
which he reaches age 65, retires, or dies. 

2. A current connection with the railroad industry; and 40 or more 
quarters of coverage. 

3. A pension under section 6 of the Railroad Retirement Act will 
have been payable to him—in other word, a pension would have had 
to be granted to him by his employer after July 1, 1937, or the em- 
ployee would have had to file for an annuity. 

4. A retirement annuity based on service of not less than 10 years 
(as computed in awarding the annuity) will have begun to accrue to 
him before 1948 and have been payable to the employee. 

My amendment, as I understand it, will have the effect of changing 
the status of a completely insured employee for purposes of present 
insurance annuity eligibility for widows over 60 years of age, widows 
with children under 18 years of age, children, and parents of deceased 
employees. These persons would become eligible to draw railroad re- 
tirement benefits under section 5, subsections (a), (b), (c), and (d), 
as beneficiaries of a completely insured employee if the employee had 
completed 30 years of service with a railroad prior to his death. Bene- 
fits could be received by these survivors regardless of whether the 
employee had filed for a pension while still alive, and without his 
having fulfilled other current requirements pertaining to quarters of 
coverage or current connection with the railroad industry. 
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The case that brought the presently complicated and unfair pro- 
vision of the Railroad Retirment Act to my attention involves the 
widow of a railway worker who was employed for 37 years without 
applying for benefits. Il] health forced him to leave his job in Octo- 
ber 1937 and he died in November 1937 with only three quarters of 
coverage, half the minimum number required. This widow has never 
received a penny in death benefits because of the complicated and 
meaningless language in this law. Meanwhile, someone else whose 
husband only worked 10 years, but at the right time after enactment 
of the law, and who retired at the right time (before 1948) is entitled 
to full benefits. Just why continue such a procedure if the purpose is 
to provide survivors’ annuities to those most in need and most de- 
serving? At least, I presume that is the purpose. If not, it most 
definitely should be. 

The report of the Railroad Retirement Board presents several 
fine arguments of a very substantial nature which would lead one to 
suspect they were in sympathy with my bill. Then in the last para- 
graph, they reverse themselves and conclude that this is really just 
a private bill and I only had one person in mind, so they recommend 
against favorable consideration. Now, it is quite true that this prob- 
lem was brought to my attention by an individual case, the one cited 
above. However, many other public bills I have introduced involved 
problems and provisions in our laws which were originally called to 
my attention through individual cases. This does not make the prob- 
lem any less general, the hardship any less real, nor does it make 
it less public. If every time a public bill that was originally inspired 
by an individual case was rejected for that reason, I dare say a sub- 
stantial portion of laws and amendments to laws on the books today, 
which are clearly needed to correct widespread injustices unforeseen 
by the original authors, would never have seen the light of day. 

I might point out to the committee that the Board’s report does not 
reflect any fear of any great additional cost ensuing if the bill were 
enacted. It is felt that there would be very few applicants for benefits 
under my proposed amendment, and the cost of paying such proposed 
benefits would, therefore, not be very great. thus not imposing a sub- 
stantial financial burden on the railroad retirement fund. The Board 
also points out that there would be no administrative diffculties in- 
volved in carrying out the proposal and the costs of administration 
would be small. 

The other argument advanced by the Railroad Retirement Board 
against my bill, in which they are joined by the Bureau of the Budget 
in their report, is that the Railroad Retirement Act is already much 
more liberal in its eligibility requirements for survivor benefits than 
is the Social Security Act. They compare the provision giving a com- 
pletely insured status to persons with 10 years of service and retiring 
before 1948 to the social-security requirement that wage earners must 
have died after 1939 with at least 6 quarters of coverage after 1936. 
Therefore, they question the desirability of further liberalization. 

However, I contend that my amendment is not liberalizing the law; 
it is designed to make it fair and realistic. Certainly, it is not as 
liberal as the “10 year-—before 1948” provision. I agree that is about 
as liberal as the law should be. The overly complicated requirements 
for eligibility are working considerable hardships on certain railroad 
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workers’ widows, as I have already pointed out. It certainly would 
not be “liberalizing” the law to allow a widow whose husband had 
30 years of service to draw benefits on the same basis as a widow whose 
husband worked only 10 years. Without going into the humanitarian 
or equitable aspects involved, I would say it w ould just be putting com- 
monsense into the law. 

For the reasons outlined above, I respectfully urge that the sub- 
committee accept the favorable portions of the Railroad Retirement 
Board’s report, reject the unfavorable portion, and favorably report 
H. R. 4555 to the full Committee on Interstate and Foreign Com- 
merce for further consideration. 

Mr. Harris. We appreciate your testimony, Mr. Bentley. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Mr. Harris. It seems that we have run out of colleagues this morn- 
ing, and statements. We know how difficult sometimes it is for our 
colleagues to get away from other committee meetings and pressing 
problems, but I am encouraged with the progress we have been able 
to make toward getting an explanation of these various bills. 

The committee will adjourn until tomorrow morning at 10:15. 

(Thereupon at 11:20 a. m., a recess was taken until Thursday, 
January 26, 1956, at 10: 15 a. m.) 
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THURSDAY, JANUARY 26, 1956 


Hovss or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS, 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 


Washington, D.C. 


The subcommittee met at 10:15 a. m., pursuant to recess, in room 
1334, House Office Building, Hon. Oren Harris (chairman) presiding. 

Mr. Harris. The committee will come to order. 

The committee resumes hearings this morning on the various bills to 
amend the Railroad Retirement Act. We have heard a number of our 
colleagues in the last 2 days and we have more here this morning. We 
are glad to welcome them. 

First, in order to complete the record of yesterday, we asked for 
certain information from the Railroad Retirement Board. That in- 
formation has been submitted, showing the total railroad payroll and 
taxable payroll of 1954 and 1955 and other information which had 
been requested. 

It will be filed for the record. 


(The information referred to follows :) 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 25, 1956. 


Hon, OREN HArRIs, 
Chairman, Subcommittee on Railroad Retirement, 
Committee on Interstate and Foreign Commerce, 
Washington 25, D.C. 


DEAR Mr. Harris: The data you requested this morning of the Railroad Retire- 
ment Board are as follows: 


Total railroad payroll 1954 

Total payroll 1955 about 

Taxable payroll 1954 

Taxable payroll 1955 about 

Total number of employees 1954 
Total number of employees 1955 
Average number of employees 1954 
Average number of employees 1955 


1 About the same as 1954. 


The data for 1955 are partly estimated since exact information for the last few 
months of the year will not be available until about 2 months from now. I trust 
that this gives you all the information you désired on these points. 

The total number of employees in a year represents the number of individuals 
with some creditable earnings in the year regardless of the amount of their earn- 
ings or length of time worked. The average number of employees is an approxi- 
mation to the number of full-time jobs during the year. In many instances, more 
than one individual had worked on the same job during the year and that is why 
the total number of employees is considerably larger than the average number. 

Sincerely yours, 
RAYMOND J. KEtLy, Chairman. 
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Mr. Harris. Our first witness this morning will be our colleague 
from Maryland, Mr. DeWitt S. Hyde. Mr. Hyde is the author of 
H., R. 5426, to amend the Railroad Retirement Act. 

We are glad to say to our colleague, as we have to our other col- 
leagues who have already been here, that we are glad to welcome 
you and to have your testimony in support of your bill. 


STATEMENT OF HON. DeWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Hype. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to appear here this morning to testify on my bill, H. R. 5426, 

The major part of this bill would correct the hardships placed on 
those railroad workers with service prior to January 1, 1937, by 
amending the Railroad Retirement Act to change the base period for 
computing annuities from the 7 years between 1924 and 1931 to the 7 
years between 1940 and 1947, whichever is greater. This would mean, 
of course, that those employees with service dating back before 1937 
would receive retirement income more nearly in line with present- 
day wages and would be much more equitable. 

I have had letters from all over the country indicating interest 
and approval for this change in existing law, and as far as I have 
been able to find out, it would not place too great a burden on the 
railroad-retirement fund, although I have not received exact figures 
on that. 

This would, as I said, straighten out one of the existing inequities 
and in many cases give an increase in annuity to the older retired 
worker. 

The other section of the bill allows individuals who have com- 
pleted 40 years of service, even though they have not attained the age 
of 65 years, to retire. Of course, the great majority of those with 40 
years have reached age 65, but in some cases it would mean retire- 
ment at an earlier age. 

There again I doubt if this would be too great a burden on the 
trust fund because the figures show that the average retired worker 
is over 65 and it is very doubtful that a great many workers would 
be affected by this. It would give an opportunity of retirement to a 
man who has had that number of years of service, for whose interest 
it would be best that he did retire, and in many cases it would be best 
for the railroad interest too. It would give him an opportunity to 
retire even though he had not attained the age of 65. 

I think, Mr. Chairman, that both of these amendments are salutary 
ones and would be of great help to many of the railroad workers with- 
out placing too great a burden on the trust fund or without, I am 
told, requiring any increase in any payments into the fund. 

That is the substance of my testimony, Mr. Chairman, and again 
I thank you for the opportunity to appear. 

Mr. Harris. Thank you very much, Mr. Hyde. 

Mr. Rogers, do you have any questions? 

Mr. Rogers. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hate. No questions. 

Mr. Harris. Mr. Hyde, do you know whether or not there are any 
other bills that are identical with the one you propose here ? 
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Mr. Hype. I cannot say that I know there are bills exactly identical. 
There are other bills aimed at the same thing. I am sure some are 
aimed at the base period and I know there are bills to allow individ- 
uals to retire after 35 years of service and before 65. Mine is for 40 
years. Whether there is any other bill exactly like this one I do not 
know. 

Mr. H ARRIS. So many of the bills provide for retirement at age 60, 
Me 30 years’ service, or retirement with 35 years of service regard- 

less of age on a voluntary basis. 

You do not subscribe to the view of compulsory retirement ? 

Mr. Hype. No. 

Mr. Harris. Is there some particular case that you had in mind 
that brought this bill to your attention ? 

Mr. Hype. Well, there have been a number. I cannot give you 
names but I could supply them if the committee wanted them. There 
have been several cases in my district up in Cumberland where men 
have had 40 years and more of service. 

I have one particular case where a man has 45 years of service and 
has not reached the age of 65. He went to work as a youngster in his 
teens for the railroad. Actually he is not so disabled that he is eligi- 
ble for disability retirement but his health is such that it would be 
best for him and best for the railroad is he could retire. 

Mr. Harris. Did he not retire? You said he was disabled? 

Mr. Hype. He is not disabled to the extent that he would be able 
to retire on disability, but his health is such that it would be best for 
him and, in his opinion and mine too, best for the railroad if he did 
retire, but he has not reached 65, although he has this length of service. 

There have been several instances of that sort which have been 
called to my attention which prompted me to introduce this piece of 
legislation providing for this. 

Mr. Harris. Do you subscribe to the principle that the railroad re- 
tirement fund has to be maintained on a sound basis ? 

Mr. Hyper. Oh, yes, I do. As I say, I do not think this provision 
would affect it because there will net be enough men who will take ad- 
vantage of it. We have had this experience that I think the average 
age is well over, I mean the age of retirement that the men actually 
come to retire, is over 65 and most of them, if they can work, do not 
want to retire. A man that is abled bodied and able to w ork, most such 
men want to keep on. 

Mr. Harrts. That is the thing that we have inquired about from our 
colleagues. The facts show that the average age of retired railroad 
employees at the time of retirement is about 68 or 69. 

Mr. Hype. That is right. 

Mr. Harris. We cannot see just how much could be accomplished 
by lowering the retirement age so that certain individuals, in one way 
or the other, could get into some other work that would be highly 
beneficial to them, and then at the same time drain the retirement fund. 

The average railroad employee seems not to be retiring at 65. 

Mr. Hype. That is right, but a provision such as this would take 
care of not a huge number of cases, but cases where men really should 
be retired but cannot do so because of the 65 provision. 

Mr. Harris. I am somewhat impressed with the gentleman’s pro- 
posal here, as I have been with other proposals, but we have a problem 
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also. I think we had about seventy-odd bills in this Congress intro- 
duced to extend additional benefits in many, many ways. 

Now it is true that many of these bills are identical. But there are 
also many, many proposals. Each one of them, according to the pro- 
ponents, will drain the fund very little. However, if you put a lot of 
these little proposals together, you are going to make a big one, and 
that is the problem we have. 

Mr. Hype. Of course that is the problem that the committee has to 
solve, as to which one they are going to pick and I, of course, would be 
very flattered if you pick the one I suggest. 

Mr. Harris. I appreciate that, and I want you to know that every 
member of this committee is sympathetic to any inequity that exists. 

Mr. Hale? 

Mr. Hate. Have you any figures on the number of people who do 
have 40 years of service ? 

Mr. Hype. No, I do not have, but I imagine I could get those figures 
for the committee if they would like to have them. 

Mr. Hate. I would think it was quite a lot of service. 

Mr. Hype. You mean that it would be your guess that there would 
be quite a few men in this category ? 

Mr. Hate. I should not think there were a great many in this 
category. 

Mr. Hype. Of course a man goes to work in his twenties or late 
teens, like many of them do in the Cumberland area of my district; 
they have 40 years by the time they are 60. 

Mr. Hate. We have several bills that would give retirement to any- 
body with 35 years of service, irrespective of age. I think some of 
the bills, such as the Van Zandt bill, go to 30 years of service, irrespec- 
tive of age. I guess maybe some people would go as low as 25. 

Mr. Hype. Well you can see then that mine is very conservative, 
Mr. Hale. 

Mr. Hate. It is conservative; I am almost shocked. 

Mr. Harris. Thank you very much, Mr. Hyde. 

Mr. Hypr. Thank you, gentlemen. 

Mr. Harris. We are glad to welcome to this committee at this time 
our colleague from Georgia, Mr. James ©. Davis. Mr. Davis is the 
author and sponsor of H. R. 8338 and H. R. 8339. 

We are very glad to have you come before this committee this morn- 
ing on behalf of the bill to amend the Railroad Retirement Act. 


STATEMENT OF HON. JAMES C. DAVIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Davis. Thank you very much, Mr. Chairman, and gentlemen 
of the committee. I appreciate very much indeed your courtesy and 
consideration in extending me the privilege of appearing before your 
committee in behalf of these two bills. 

I would like to say at the outset that your committee has acted so 
expeditiously during this session of getting down to the bills that J 
was not expecting to come before you so early and I have, therefore, 
not prepared a full statement in behalf of these bills and I would 
like to ask permission to file a more comprehensive statement a little 
later on. 
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Mr. Harris. Certainly. We would be glad to have you do that at 
your convenience—that is, within a few days so it can be included in 
the record. 

Mr. Davis. Thank you very much, Mr. Chairman. 

Mr. Harris. I might say that we appreciate the comment and sim- 
ilar comments from so many of our colleagues in the House. 

As you will recall, when we considered amendments to the Rail- 
road Retirement Act in the first session of this Congress, there were 
two or three proposals that almost everyone agreed on should be cor- 
pees immediately. There was no controversy over those provisions 
at all. 

Many of our colleagues at that time became interested, naturally, 
in bills which they had introduced. Through our chairman, Mr. 
Priest, we advised all members of the House that early in this session 
of Congress we would take up their bills with the view of trying to 
do the best we could in helping these active and retired railroad em- 
ployees. We are trying to carry out that promise now. 

Mr. Davis. You certainly are doing so, Mr. Chairman. 

Mr. Harris. We appreciate the attention the members have given 
to it, and we certainly welcome your help because we need it on such 
a very highly complicated problem. 

Mr. Davis. Thank you very much. 

The first of these two bills of mine is H. R. 8338. Under the ex- 
isting provisions of the Railroad Retirement law, as you gentlemen 
are very well aware, the following restrictions are imposed upon the 
right of an individual to receive benefits simultaneously under the 
act and under the Social Security Act or to receive more than one an- 
nuity simultaneously under the Railroad Retirement Act. 

First, the spouse of a retired railroad worker cannot receive the 
full spouse’s annuity under the Railroad Retirement Act if entitled 
to social security benefits unless such benefits are the wife’s insurance 
benefits or the husband’s insurance benefits except in a case where the 
amount of the spouse’s annuity would be reduced by the amount of 
such benefits. 

Secondly, the spouse of a retired railroad worker cannot receive 
the full spouse’s annuity under the Railroad Retirement Act if en- 
titled to a parent’s insurance annuity under that act. The spouse’s 
annuity would be reduced by the amount of parent’s annuity. 

Third, an individual who is entitled to more than one insurance an- 
nuity under the Railroad Retirement Act as a survivor, the widower, 
child, or parent of a deceased railroad worker, can receive only the one 
of such annuities which is the largest. 

Fourth, that an individual cannot receive any social security bene- 
fits, including a lump-sum death payment, as the survivor of an em- 
ployee if entitled to an annuity under the Railroad Retirement Act 
on the basis of the wages of the same employee. Where an in- 
dividual is not actually receiving any of these annuities or benefits 
but could receive one simply by making application, these restrictions 
apply just as though the application had been made and the annuity 
or benefit were actually being received. 


Now, my bill eliminates all of the restrictions to which I have just 
referred so that: 
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First, in no case will an individual lose any part of the social se- 
curity benefits to which that individual is otherwise entitled merely 
because he is also entitled to a railroad annuity. 

Secondly, in no case will an individual lose any part of a railroad 
annuity to which that individual is otherwise entitled merely because 
he is also entitled to a social security benefit or to another railroad 
annuity. 

I have some individuals in my congressional district, Mr. Chair- 
man and gentlemen, who fit in and who would be benefited by the 
provisions of this bill. I have not obtained up to this time the figures 
as to what the cost of this amendment would be, but I will do: that 
and I will furnish it in a supplemental statement and if there are 
other items of information which the committee would like for me to 
get and file in support of this bill, why I would be glad to do that. 

Mr. Harris. Thank you very much. 

Any questions, Mr. Hale? 

Mr. Hate. No questions. 

Mr. Harris. Mr. Dolliver? 

Mr. Dotuiver. Judge, you are as sincerely interested as the other 
witnesses in keeping this fund solvent ? 

Mr. Davis. I know it must be kept solvent if it is to benefit the 
railroad employees. 

Mr. Dotuiver. You certainly would not want any amendment passed 
here that would destroy that solvency ? 

Mr. Davis. No, indeed, I would not. 

Mr. Dotuiver. Thank you, sir. 

Mr. Harris. You discussed primarily your bill, H. R. 8338. 

Did you discuss the provisions of your bill, H. R. 8339? 

Mr. Davis. No, sir; I wanted to say just a word in behalf of that 
now, if you will permit me. 

Mr. Harris. Yes. 

Mr. Davis. H. R. 8339 is a bill, the purpose of which would be to 
permit a physically disqualified employee, railroad employee, to draw 
a full pension when he has passed the age of 50 years. 

I have in my congressional district some retired disabled railroad 
employees who are over the age of 50 years, but not as yet having 
reached the age at which they can draw railroad retirement benefits, 
and this bill would permit such employees to draw a full pension 
instead of a partial pension after being physically disqualified and 
after passing the age of 50 years. 

As I said, I have some constituents who would benefit by this bill 
and I have not, as I said, obtained the figures yet as to what the cost 
of it would be, for the reason that I explained at the outset, that I 
had not anticipated coming before the committee at this early date, 
but I will do that and will furnish that information in a supplemental 
statement. 

I would like to say also, Mr. Chairman, that I heard the chairman 
interrogate the previous witness as to whether there were any similar 
bills on this subject and I am unable to answer that question with 
reference to these two bills that I have just discussed. I had these 
two bills prepared by the legislative counsel and I do not know 
whether there are any other bills on the same subject. 





RAILROAD RETIREMENT LEGISLATION 121 


Mr. Harris. I might say to our colleague that there are other bills 
similar to the ohe you propose to repeal the dual benefit restriction 
on spouses’ annuities. 

Mr. Davis. Well, it is a matter in which there is a good deal of in- 
terest and I, of course, would not be surprised that there should be 
other bills on the subject. 

Mr. Harris. I believe there are some provisions in other bills simi- 
lar to your proposal to allow the survivor to receive benefits under both 
social security and railroad retirement on the basis of the same em- 
ployee’s earnings. 

There are also bills containing the provision to remove the restric- 
tion on dual survivor benefits under the Railroad Retirement Act. 

Now, so far as I have been able to ascertain, you have been the only 
one to propose retirement due to occupational disability at age 50 
with 10 years of service. 

Therefore, I wanted to inquire: Was there not a provision similar to 
that in the social security bill that passed the House in the last session 
and is now before the Senate ? 

Mr. Davis. Offhand, Mr. Chairman, I am unable to answer that. 

Mr. Harris. It seems that I recall in the amendment of the Social 
Security Act in the 83d Congress there was a provision with reference 
to disability which I think froze the status of the individual regard- 
ing his social security credits. Then in this last session of Congress 
the Ways and Means Committee, as I recall, reported a bill which 
would eliminate the so-called freeze status and permit totally and 
permanently disabled to draw their disability at age 50. 

Mr. Davis. I appreciate the chairman calling it to my attention 
and I will get that pending bill and study it. 

Mr, Harris. In considering that I w: anted to call to your attention 
the fact that in 1951 we integrated social security with railroad re- 
tirement for certain purposes, 

There was a joint committee report filed following the 1951 amend- 
ment. 

The joint committee was set up to study the entire program and 
we filed a rather extensive report early in 1953. But the integration 
feature with the social security program is of interest because should 
the amendment to the social security program that I have just indi- 
cated finally become law, then you very likely would have your pro- 
posal as part of the law. 

I think you might explore that to see how the Social Security Act 
amendment would affect what you propose here should the Senate 
concur in the provisions of the House. 

I am sure that we will be able to get more information on this as 
these hearings proceed. 

Mr. Hale? 

Mr. Hare. No questions. 

Mr. Harris. Mr. Dolliver? 

Mr. Dotutver. No questions. 

Mr. Davis. Mr. Chairman, the clerk has just given me some infor- 
mation here which I might give to the committee; that is, the cost 
of H. R. 8338 would be about $30 million a year and H. R. 8339 would 
he approximately $5 million a year. 

Mr. Harris. Very well. 
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We will probably get more detailed information as to the effect of 
those proposals later on. We appreciate having your testimony in 
behalf of these proposals. 

Mr. Davis. Thank you for your courtesy. 

Mr. Harris. You may have permission to file such supplemental 
information as you would like. 

Mr. Davis. Thank you, sir. 

Mr. Harris. We are delighted at this time to welcome to this com- 
mittee our esteemed colleague from Indiana, Mrs. Cecil M. Harden. 

Mrs. Harden, you introduced H. R. 6838 to amend the Railroad 
Retirement Act. We, of course, have known of your interest in the 
Railroad Retirement Act and the railroad employees over the years. 
In consideration of these many proposals, we are very glad to have 
you bring to this committee the information which I know that you 
have in support of your legislation. 


STATEMENT OF HON. CECIL M. HARDEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mrs. Harpven. Mr. Chairman and members of the subcommittee, I 
wish to commend this committee for giving attention and such early 
attention to this very important legislations: and I wish to thank the 
chairman and the members of this subcommittee also for the oppor- 
tunity to testify in behalf of my bill, H. R. 6838. 

The bill is not a complicated one. It calls only for a 15 percent 
increase in annuities and pensions paid under the Railroad Retire- 
ment Act. 

I feel sure that testimony to be heard by your committee will show 
that an increase is necessary to meet changes in the cost of living since 
present scales were established. 

There are other improvements which I hope can be made in the 
a Retirement Act. I would like to see amendments which 
would: 

(a) Permit full retirement at age 60 with 30 years’ service, of after 
35 years of service, regardless of age. Several bills accomplishing 
this purpose are before the committee. 

(6) Remove restrictions which prevent wives of retired workers 
from receiving full spouse benefits and social-security benefits earned 
in their own right. Congress has seen fit to remove the dual benefits 
restriction from retired workers and from widows of retired workers. 
It would seem but a logical third step to make the same provision for 
wives. Several Members have introduced bills to this effect. 

(c) The last session increased the maximum spouse’s benefit from 
$40 to $54.30, but made no such change in widow’s benefits. Removal 
of the restriction against dual benefits did not, in itself, result in an 
increase to many widows, since those not qualified for social security 
received no increase. 

I recommend, therefore, an increase of at least 15 percent in the 
present widow annuities. This increase is provided in the bill I have 
introduced. 

In closing, I again wish to thank the chairman and the members of 
the subcommittee for this opportunity to appear in behalf of the re- 
tired railroaders, their wives and widows, in the Sixth Congressional 
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District of Indiana. I know the subcommittee will give conscientious 
attention to their problems and to the recommendations which I have 
made in their behalf. 

I do realize it is very important to keep the fund solvent and what 
a very complex problem the committee now has before it, but I shall 
be happy to support any legislation that the committee thinks will be 
beneficial to those people coming under the Railroad Retirement Act. 

Thank you, Mr. Chairman, and members of the committee. 

Mr. Harris. Thank you very much, Mrs. Harden. 

Any questions, Mr. Williams? 

Mr. Witu1aMs. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hat. No questions. 

Mr. Harris. Mr. Dolliver ? 

Mr. Dotiiver. Have you made any estimate as to the cost of the 
provisions in your bill ? 

Mrs. Harpen. I don’t happen to have those figures with me. I 
thought I did have, but I can provide them for the committee. 

Mr. Dotiiver. Would that not be advisable ? 

Mr. Harrts. I think it would. 

Mrs. Harpen. I know that is very important and I thought I had 
those with me, but I came away in a hurry and I will be glad to provide 
them. 

Mr. Do.uiver. “ee recognize, of course, that what you propose will 
cost some money ? 

Mrs. Harpen. Yes, I do. 

Mr. Dottaver. Thank you. 

Mr. Harris. Thank you very much, and you may supply the addi- 
tional information. 

Mrs. Harven. Thank you again. 

(The information referred to follows :) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., January 26, 1956. 
Hon. OREN Harris, 
Chairman, Subcommittee on Railroad Retirement, 


Committee on Interstate and Foreign Commerce, 
New House Office Building 


DeAR Mr. CHAIRMAN: I wish to again thank you for the courtesy extended 
to me this morning in regard to my testimony before your subcommittee on 
H. R. 6838 and other proposals relating to amendment of the Railroad Retirement 
Act. 

In my prepared statement I did not make reference to the cost of the 15 per- 
cent pension and annuity increase provided by my bill, since the committee had 
at hand an estimate by the Railroad Retirement Board and the Bureau of the 
Budget placing the cost figure at ‘as much as $110 million a year.” 

Presumably this estimate is an accurate one and it is true that my bill does 
not provide an increase in contributions with which to meet the additional 
burden on the fund. Let me stress, however, my belief that the fund must re- 
main solvent. In other words, I would not object to an increase in contribu- 
tions if the committee feels that this must be done in order to grant an increase 
in pensions and annuities. 

Again, my thanks for the opportunity to appear before your committee. 


Sincerely yours, 
Crecr. M. HArRpeEn. 


75199—56——_9 
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Mr. Harris The next witness is our colleague from Kentucky, Mr. 
Siler. Mr. Siler, we will be glad to hear you. Mr. Siler introduced 
H. R. 8492. 


STATEMENT OF HON. EUGENE SILER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Siter. Mr. Chairman and committee members, I deem it a priv- 
ilege to appear before your committee and to make this statement in 
favor of proposed legislation providing, among other things, for an 
increase in the benefits payable to retired railroad employees all over 
America. While I do not pose as an expert on cost of living indexes 
nor on railroad retirement problems, yet I do come from a district in 
Kentucky having many retired railroad employees and I feel that 
I know them as friends and neighbors and that I have a good under- 
standing of their daily burdens and their general way of life. 

The cost of living is not a Democratic nor a Republican issue. It 
is not a Kentucky nor a New York question. But it does constitute a 
kind of universal problem reaching from Maine to California and 
encompassing all political oo and all colors and creeds. We re- 
cently read that Bureau of Labor statistics now indicate that the retail 
food price index was, as of December 1955, or just last month, 109.5 
percent of the average for the 1947-49 period. This would mean, of 
course, that my retired railroad friend down at Somerset. Ky., who 
is now bent with many years of toil and whose hands well demon- 
strate his more than 30 years of good service to one of our great rail- 
road systems, now pays almost a dollar and a dime for the small wad 
of groceries that he formerly carried home for only $1. Even last 
year, at a time cf comparative stability in the cost of living, our hous- 
ing costs, laundry, medical care, rents, household services, coal, gas, 
electricity, and clothes continued to increase slightly so that retired 
railroad employees had to pay just a little bit more for these things 
than they had previously done only the year before. 

Our railroad people are among the best, most faithful, most patriotic 
citizens in America. I have never heard of a railroadman being a 
Communist, although there may be some few over the country that do 
bear allegiance to the hammer and sickle. As a group, the railroaders 
are splendid people in time of peace and valiant soldiers in time of 
war. They too should be remembered as we increase our postal em- 

loyees, our interstate commerce minimum-wage workers, our Federal 
judges and our own selves as Congressmen. Maxwell House Coffee 
and mayonnaise dressing have to go on the retired railroader’s table 
same as on the Congressman’s and their price tags always look just as 
obnoxious to them as to us. When it comes to the price of beef, the 
cow jumped over the moon for the retired railroader just a little 
higher maybe than for us here in Congress, 

A few years ago I rode on an L. & N. Railroad passenger train from 
Knoxville, Tenn., to my home town in Kentucky very late at night. 
Suddenly the brakes were applied and the train jerked to a stop as 
the engine was derailed by a sizable log on the track. Not a person 
was hurt and all reached their homes safely after a delay of only a few 
hours. I later remembered the vigilance of the engineer and sat down 
and wrote him an appreciative letter, commending him for his alert- 
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ness and attentiveness to duty, which I felt saved some lives through 
that engineer’s prompt action. I do not know whether he is now 
living or dead, retired or still active, old or young. But I do feel that 
you and I are at the throttle of his affairs right now and that we can 
take prompt action to help keep down distress among all our retired 
railroad people in all of our districts through granting to them some 
cost-of-living increases that they deserve and that now seem to be 
dictated by mounting indexes of their daily burdens as shown by the 
Bureau of Labor. I feel that this move on our part will destroy no 
actuarial soundness of the big fund that railroaders themselves helped 
create, but I do feel that this move will aid the vast economy of our 
Nation and will render real help where help is most needed in any 
humble American homes. 

The railroad retirement fund is said to have reached a total of $314 
billion last year in its overall reserve, which means the fund would 
last almost 10 more years even if it supposedly lost a million dollars 
per day, including each Sunday, over and above its net receipts pouring 
in daily over the same period. As a director in some small companies 
down in Kentucky, I have always favored the policy of very liberally 
distributing company income after company surplus or reserves have 
been built up to sizeable sums, since the stockholders themselves really 
own their companies and have built up their surpluses and should be 
entitled to the full fruits of their own endeavors when the business 
orchards and vineyards of those companies have been put in fair con- 
dition of safe operation. And so, with the accomplishment of a $314 
billion reserve fund last year for railroad retirement, why not now 
put a little more “jam on the lower shelf” for the railroaders who have 
built = fund and who really own it as proportionate shareholders 
therein 

Proverbs 26: 13 tells us, “The slothful man saith, ‘there is a lion in 
the way; a lion is in the streets.’” And that verse of Biblical wisdom 
clearly indicates that there are men who will not, because of their 
sloth, do anything about a lion running around the town. They 
recognize it but do nothing about it. Now we all recognize the 
prevalence of inflation, seeing it ourselves “in the way” as we buy a load 
of groceries, but we certainly should do more than just say “it is in the 
way.” We should, in my opinion, take the equalizing halter of some 
granted increase and put on the inflationary lion in the way for the 
benefit of our retired railroaders across the land. 

Mr. Harris. Thank you, Mr. Siler. 

The next witness is our colleague from Florida, Mr. Sikes, who intro- 
duced H. R. 8399. Mr. Sikes, we are glad to have you. 


STATEMENT OF HON. ROBERT L. F. SIKES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Srxes. Mr. Chairman, I have introduced H. R. 8399 which pro- 
poses to amend the Railroad Retirement Act so that wives of railroad 
retirement annuitants may receive all the retirement benefits due them 
as contingent beneficiaries under the Railroad Retirement Act and in 
addition receive the full social security retirement benefits they earn 
in their own right. There is now a $40 per month limitation on the 
combined social security and railroad retirement benefits which they 
may draw. 
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This is unrealistic and it denies to these annuitants, in many cases, 
the greater part of the retirement money they themselves have earned. 
I intend to work earnestly for the enactment of this measure. It is 
unfortunately true that the Railroad Retirement Act seems always to 
be behind the times. Retirement benefits paid under it seldom keep 
pace with those in other social security programs. Annuitants do not 
receive adequate compensation for livelihood under today’s steadily 
increasing living costs. My bill reaches only one phase of this prob- 
oe but I hope that the entire railroad retirement field will be liberal- 
ized. 

I sincerely hope that your committee will in its wisdom approve H. 
R. 8399 or a similar measure designed to correct an obvious injustice. 
I would like also to add my support to measures introduced by Con- 
gressman Bennett of Florida and others to liberalize the entire rail- 
road retirement field. 

Mr. Harris. May the Chair inquire if there are any other colleagues 
present here this morning? If not, this concludes the initial hearings. 

I might say that our colleague on this subcommittee of the Inter- 
state and Foreign Commerce Committee, has a bill pending. Mr. 
Williams, do you want to submit anything for the record on your 
legislation ? 

Mr. Wiuu1AMs. I do not think that is necessary, Mr. Chairman. It 
has been pretty well covered by others who have the same provisions. 
It repeals restrictions and is very similar, I believe, to the third bill 
listed on the schedule. The same provisions are incorporated in quite 
a number of these other bills and I do not see anything to be gained 
by repeating and rehashing what has already been said. 

Mr. Harris. This concludes the hearings then by the sponsors of 
the bills. As yet the schedule of the committee has not been deter- 
mined as to when we might resume hearings because of other hearings 
that have already been set. I will meet with the chairman of our 
committee on the program in the very near future and determine a 
date on which we might resume hearings. Other witnesses vitally in- 
terested in these bills and their proposals to amend the Railroad Re- 
tirement Act will have the opportunity of being heard. 

I should like to ask the members of the subcommittee if they would 
remain a few moments in order that we may discuss the matter. 

The committee is adjourned. 

(Whereupon, at 11:15 a. m., the subcommittee recessed, subject to 
the call of the Chair.) 
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TUESDAY, MARCH 6, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS, 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 


Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to call, in room 1334, 
New House Office Building, Hon. Oren Harris (chairman of the sub- 
committee) presiding. 

Mr. Harris. The committee will come to order. 

This subcommittee of the Committee on Interstate and Foreign 
Commerce is meeting this morning to resume hearings on railroad 
retirement bills pending before this committee and the Congress. 

As you recall, on January 24-26, 1956, we held hearings at which 
time we heard the sponsors of the various bills pending before the 
committee. Due to other scheduled business before the committee, the 


hearings were postponed until today. : 
We observe that 71 bills have been introduced to amend the Rail- 


road Retirement Act since that time. 
The list of these bills, together with the reports of the executive 
departments and agencies thereon, will be made a part of the record 


at this time. 
(The matter referred to is as follows:) 


Brits To AMEND THE RAILROAD RETIREMENT ACT, INTRODUCED SINCE 
JANUARY 25, 1956 


H. R. 8828 by Mr. Byrd of West Virginia ; H. R. 8862 by Mr. Williams of Missis- 
sippi; H. R. 9065 by Mr. Harris of Arkansas; H. R. 9066 by Mr. Dolliver of Iowa; 
H. R. 9068 by Mr. Wolverton of New Jersey; H. R. 9145 by Mr. Klein of New 
York; H. R. 9174 by Mr. Dollinger of New York; H. R. 9175 by Mr. Granahan of 
Pennsylvania ; H. R. 9187 by Mr. Moulder of Missouri ; H. R. 9190 by Mr. Staggers 
of West Virginia; H. R. 9204 by Mr. Clark of Pennsylvania; H. R. 9213 by Mr. 
Mack of Illinois; H. R. 9231 by Mr. Taylor of New York; H. R. 9232 by Mr. 
Withrow of Wisconsin ; H. R. 9239 by Mr. Ashley of Ohio; H. R. 9245 by Mr. Shep- 
pard of California; H. R. 9256 by Mr. Burdick of North Dakota; H. R. 9274 by 
Mr. Metcalf of Montana; H. R. 9276 by Mr. Madden of Indiana; H. R. 9281 by 
Mr. Roosevelt of California ; H. R. 9316 by Mr. Aspinall of Colorado; H. R. 9317 
by Mr. Beamer of Indiana; H. R. 9326 by Mr. Byrd, of West Virginia; H. R. 9327 
by Mr. Carrigg of Pennsylvania; H. R. 9334 by Mr. George of Kansas; H. R. 
9345 by Mr. Miller of California; H. R. 9355 by Mr. Rhodes of Pennsylvania; 
H. R. 9404 by Mr. Murray of Illinois; H. R. 9408 by Mr. Rogers of Texas; H. R. 
9450 by Mr. Hale of Maine; H. R. 9456 by Mr. Perkins of Kentucky; H. R. 9501 
by Mr. Bennett of Michigan; H. R. 9507 by Mr. Hayworth of Michigan; H. R. 
9538 by Mr. Abernethy of Mississippi; H. R. 9541 by Mr. Burnside of West 
Virginia ; H. R. 9542 by Mr. Chenoweth of Colorado; H. R. 9564 by Mr. Polk of 
Ohio; H. R. 9583 by Mr. Addonizio of New Jersey; H. R. 9587 by Mr. Baker of 
Tennessee; H. R. 9596 by Mr. Flynt of Georgia; H. R. 9597 by Mr. Friedel of 
Maryland ; H. R. 9598 by Mrs. Green of Oregon; H. R. 9599 by Mrs. Griffiths of 
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Michigan; H. R. 9602 by Mr. Herlong of Florida ; H. R. 9611 by Mr. O’Konski of 
Wisconsin; H. R. 9616 by Mr. Reuss of Wisconsin; H. R. 9621 by Mr. Shelley of 
California; H. R. 9623 by Mr. Siler of Kentucky; H. R. 9624 by Mr. Smith of 
Mississippi; H. R. 9625 by Mrs. Sullivan of Missouri; H. R. 9627 by Mr. Williams 
of New Jersey ; H. R. 9628 by Mr. Zablocki of Wisconsin ; H. R. 9645 by Mr. Bailey 
of West Virginia; H. R. 9655 by Mr. Kelley of Pennsylvania; H. R. 9656 by Mr. 
Mollohan of West Virginia; H. R. 9657 by Mr. O’Hara of Minnesota; H. R. 9659 
by Mr. Rodino of New Jersey; H. R. 9662 by Mr. Scott of Pennsylvania; H. R. 
9663 by Mr. Thompson of New Jersey ; H. R.. 9666 by Mr. Winstead of Mississippi; 
H. R. 9682 by Mr. Colmer of Mississippi; H. R. 9685 by Mr. Fulton of Pennsyl- 
vania ; H. R. 9686 by Mr. Garmatz of Maryland; H. R. 9694 by Mr. Gregory of 
Kentucky; H. R. 9697 by Mr. Macdonald of Massachusetts; H. R. 9698 by Mr. 
Natcher of Kentucky ; H. R. 9702 by Mr. Spence of Kentucky; H. R. 9724 by Mr. 
Matthews of Florida; H. R. 9727 by Mr. Sisk of California; H. R. 9730 by Mr. 
Whitten of Mississippi; and H. R. 9731 by Mr. Tumulty of New Jersey. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 14, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuareMan: This is in reply to your letter of January 28, 1956, 
requesting a report on H. R. 8828, a bill ‘“To amend the Railroad Retirement Act 
of 1937, as amended, and for other purposes.” 

The bill would increase annuities and pensions by 15 percent, liberalize eligi- 
bility requirements, revise the provisions affecting past service credits, and make 
other changes in the railroad retirement program. The Railroad Retirement 
Board reported last June that an identical bill, H. R. 2573, would add approxi- 
mately $235 million a year, on a level premium basis, to the cost of the program. 
However, no provision is made for financing the increased cost. 

This additional cost factor would greatly aggravate the already serious de- 
ficiency of $86 million a year in the financing of the railroad retirement program. 
In the circumstances, the Bureau of the Budget recommends against enactment 
of H. R. 8828. 

Sincerely yours, 
Percy RAPPAPORT, 
Assistant Director. 


UNITED STATES OF AMERICA, 
RaAILRoaD RETIREMENT BOARD, 
Chicago, Ill., February 6, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. OC. 

Dear Mr. Priest: This is a report on the bill H. R. 8828 which was introduced 
in the House of Representatives on January 26, 1956, by Mr. Byrd and which 
was referred to your committee for consideration. 

The bill H. R. 8828 is identical in terms with the bill H. R. 2573, introduced 
by Mr. Cunningham on Janary 20, 1955, and a number of other bills. Ac- 
cordingly, we respectfully request that you consider our report of June 7, 1955 
on H. R. 2573 as a report on the bill H. R. 8828. 

For the reasons given in the report on H. R. 2578, the Board recommends 
that no favorable consideration be given to the bill. 

The Board’s report on identical bill H. R. 2573 has been cleared with the Bu- 
reau of the Budget which informs us that there is no objection to its submis- 
sion and that the Bureau itself also recommends against enactment of the pro- 
posed legislation. 

Sincerely yours, 
RayMonpd J. Ketty, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. O., March 14, 1956. 
Hon. J. Percy PRI&EstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMAn: This is in reply to your letter of January 28, 1956, 
requesting a report on H. R. 8862, a bill “To amend the Railroad Retirement 
Act of 1937 to provide a new method for determining ‘monthly compensation’ 
in the computation of annuities thereunder.” 

The bill would amend the Railroad Retirement Act by revising the benefit 
formula so as to base annuities upon the 5 years in which earnings are highest, 
rather than on the entire earnings record as at present. This would have the 
effect of raising benefits in many cases and thereby increase the cost of the 
program. However, no provision is made for financing the increased cost. 

As indicated in our report of January 25, 1956, on H. R. 8230, which contained 
a similar provision, the railroad retirement system is operating at an annual 
actuarial deficit of $86 million a year; and unless corrective measures are 
taken, the program will eventually deplete its reserves and be unable to meet 
the annual obligations. 

In the circumstances, the Bureau of the Budget recommends against enact- 
ment of the bill. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


UNITED StaTEs OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 29, 1956. 
Honorable J. PERcY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DEAR Mr. Priest: This is a report on the bill H. R. 8862, which was intro- 
duced in the House of Representatives by Mr. Williams on January 26, 1956, 
and referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937 so that the “monthly 
compensation” or average monthly pay of an employee used in determining the 
amount of his annuity would be the average pay for months in the 5 calendar 
years (consecutive or otherwise) in which the employee had his highest earn- 
ings. Under present law this “monthly compensation” is based on the total 
creditable earnings during the employee’s whole period of railroad service, with 
the average for service before 1937 being based generally on earnings in the 
years 1924-1931. The bill would raise to $350 for the purpose of the new com- 
putation method the present maximum credit of $300 for all months before 
July 1954. 

The changes proposed would be effective only for annuities accruing for 
months after the month of the bill’s enactment. The Board would be required to 
make all needed recertifications without special request therefor. 

The enactment of the bill would create very serious administrative difficul- 
ties not only for the Board but for employers as well. To determine the 5 
years of highest earnings, which would include years before 1937, and to give 
effect to the retroactive increase to $350 in the maximum creditable compensa- 
tion for months before July 1954, payroll records for all time before July 1954, in- 
cluding all years before 1937, would have to be searched for, supplementary re- 
ports made, and all such records and reports reexamined. This would have to 
be done for every retirement annuity in effect based on more than 5 years service, 
or in practically all cases. Many of these old records are no longer available. 
Further, the Board would have to make new awards in the cases of practically 
all these retirement annuities in effect at the time of enactment. 

The Board is opposed to the bill not only because of the administrative diffi- 
culties, but also because : 

1. The bill, if enacted, would increase the cost of the railroad retirement 
system by about 1.5 percent of payroll, or $80 million a year ; 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail ; 
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3. The railroad retirement system cannot absorb the added cost because 
the sixth actuarial valuation of the railroad retirement system shows that 
the net level cost of benefits under the act is 14.13 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent the present benefit structure 
already involves an actuarial deficiency of 1.63 percent of payroll which is 
equivalent to about $86 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the de- 
ficiency to 3.13 percent of payroll or $166 million a year. 

The Board, accordingly, recommends against favorable consideration of the 
bill. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 

RAYMOND J. KELLY, Chairman, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 2, 1956. 
Hon. J. PERcY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your request for a report on H. R. 
9065, a bill to amend the Railroad Retirement Act of 1937 to provide increases in 
benefits, and for other purposes. 

In general, the bill would increase retirement benefits and lump sum payments 
by 15 percent. Spouses and survivors benefits would also be raised in many 
instances, the precise extent of the increase depending on certain interrelations 
with social security. These increased benefits are estimated to add about $120 
million a year to the cost of the program. The bill proposes an increase of 1 
percent each in the employer and employee taxes, thus raising the already heavy 
combined tax rate to 14% percent on earnings up to $350 a month. 

It also contains a unique provision to exclude railroad employee retirement 
taxes from income subject to the Federal income tax. In the case of the great 
majority who are subject to income tax, this would more than offset the effect 
of the proposed 1 percent increase on the take-home pay of employees, and the 
value of the exclusion would be greatest for employees, in the higher pay 
brackets. It would mean that the general income-tax payer would pay nearly 
all the real cost of the ostensible increase in the employees’ tax. The Treasury 
Department has indicated in a separate report to your committee that it opposes 
the tax provision of the bill. 

The Bureau of the Budget is seriously concerned over the proposed tax exemp- 
tion, which runs counter to a basic principle of income taxation; namely, that 
exemptions should be universally applicable to all wage earners rather than a 
select group. Moreover, such a provision would inevitably lead to irresistible 
appeals for similar tax relief for persons covered by OASI and other programs, 
with serious adverse effects on Federal revenues. 

The railroad retirement program is already operating at an actuarial deficiency 
of $86 million a year. This situation occasioned a warning in the 1955 actuarial 
evaluation that “an increase in the revenues is needed if the system is to be main- 
tained on a sound reserve basis” and “the time when disbursements will exceed 
taxes * * * isimminent.” The net effect of H. R. 9065 would be to increase this 
operating deficiency to about $102 million a year. 

The present actuarial deficiency of the system has also been a matter of grave 
concern to the Bureau of the Budget. This trust fund is in actuarial difficulties 
despite favorable interest rates and other credits from the Federal Government 
which are not extended to other Government retirement systems. H. R. 9065 does 
nothing to relieve the present deficiency but, instead, would increase it. Specifi- 
cally, it would increase costs by an estimated 2.3 percent of payroll, compared to 
a 2 percent increase in taxes. Impairment of the soundness of the fund jeop- 
ardizes employee benefits. 

In view of the foregoing considerations you are advised that enactment of H. R. 
9065 would not be in accord with the program of the President. 

Sincerely yours, 


PERCY RAPPAPORT, 
Assistant Director. 
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UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 28, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


DEAR Mr. Priest: This is a report on H. R. 9065, 9066, 9068, and other indenti- 
cal bills which were introduced in the House of Representatives and which were 
referred to your committee for consideration. 

These bills would amend the Railroad Retirement Act and the Railroad Retire- 
ment Tax Act in the following respects : 

1. Employee retirement annuities computed under the Railroad Retire- 
ment Act formulas would be increased by slightly more than 15 percent. It 
is estimated that the average increase in the formula for retired employees 
on the benefit rolls would be about 15.10 percent and for future retirements, 
about 15.12 percent. The bills would not increase the amount of the social 
security minimum guaranty nor would they change that part of section 3 
(e) which provides that the annuity computed under the nonsocial security 
minimum formula shall not exceed the employee’s monthly compensation. 
Because of these limitations, certain annuities subject to the minimum pro- 
visions of section 3 (e), including practically all computed under the social 
security formulas, would be either not increased at all or increased by less 
than 15 percent. 

2. Spouses’ annuities would continue to equal one-half of the employee’s 
annuity subject to the present maximum of $54.30 2 month. The retention 
of the $54.30 maximum would have the effect of not increasing large num- 
bers of spouses’ annuities now payable at this amount and increasing by less 
than 15 percent annuities which under present law are somewhat in excess 
of $47 but under $54.30. Certain reduced spouses’ annuities would also 
not be increased to the full extent even though their amount under present 
law is under $47 a month. 

3. The basic amount, which is the unit for computing survivor insurance 
benefits under the regular formulas, would be increased by exactly 15 
percent. A similar 15-percent increase would be applicable to the Railroad 
Retirement Act maximum and minimum amounts related to survivor insur- 
ance benefits. However, the amount of the social security minimum guar- 
anty which applies to such survivor benefits would remain unchanged. The 
effect of this limitation would be that survivor insurance benefits computed 
in accordance with the social security rather than railroad retirement formu- 
las would either be not increased at all or would be increased by less than 
15 percent. At present, the great majority of monthly survivor insurance 
benefits are computed in accordance with the social security minimum for- 
mulas so that large numbers of such benefits would not be increased as a 
result of the enactment of the bills. In cases where a widow’s or parent’s 
annuity is payable under the Railroad Retirement Act simultaneously with 
an old-age social-security benefit received by the same individual, the 15- 
percent increase would apply in practically all cases, since the social-security 
minimum seldom applies in dual benefit cases. 

The insurance lump sum would be increased in all cases by exactly 15 
percent since the social security minimum guaranty is not applicable to this 
type of benefit. 

4. Pensions, 1935 act annuities, and joint-and-survivor-option annuities 
would be increased by exactly 15 percent. The beneficiaries falling within 
these classifications constitute small groups to which the social security 
minimum provisions are very unlikely to apply. 

5. The residual lump-sum benefit would be increased so as to give recogni- 
tion to the increase in the taxes levied on the employees. Under present law, 
the residual benefit formula calls for 4 percent of the employee’s total credit- 
able compensation from 1937 through 1946, and for 7 percent of compensation 
earned thereafter. The bills would introduce an 8-percent factor effective 
July 1, 1956. 

6. The changes made by the bills would apply to all annuities payable 
with respect to months after June 1956, to pensions due in calendar months 
after July 1956, and to insurance lump sums payable with respect to deaths 
occurring after June 1956. 
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7. The bills provide for additional revenues to the railroad retirement 
system by increasing the rate of tax on employees and employers by 1 per- 
cent each. Thus, effective July 1, 1956, the combined tax rate would be 
14% percent of earnings up to $350 a month per employee instead of the 
present rate of 12% percent. The tax rate on employee representatives 
would be increased to 14% percent. The higher rate of tax would apply 
oniy to compensation earned after the effective date. 

8. The railroad retirement taxes paid by employees would be exempt 
from Federal income tax effective July 1, 1956. This would be accom- 
plished by means of specifically excluding such retirement taxes from the 
employee’s taxable income. In the general case, the effect of this income 
tax exemption would be to lower the effective employee’s railroad retire- 
ment tax to somewhat less than 6 percent of his taxable compensation. This 
provision does not alter either the amounts of benefits paid under the Rail- 
road Retirement Act or the income which would be received by the railroad 
retirement account. In consequence, the tax exemption provision would 
have no effect on the financial condition of the railroad retirement system. 


ACTUARIAL COST ESTIMATES 
(Supplied by the Chief Actuary) 


The amendments would involve an estimated additional cost of 2.30 percent 





of payroll derived as follows: Additional coat 
Item (percent of payroll) 
Mmplopee annuities and Penslons. n.inncncncnccccnsicne-sssmacecivens 1, 65 
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CdR nee, BROWN: SETUP GE ONE cise cissrdiratcnmsitsescitniinnitttnichcitsiecininentsth tin: inet .O1 
SRRTRIGS A IR scsi evnitlatinw tin inerndiininicngitastindiignanelies - 08 
Increase in residual benefit formula__........-...--..-.--.--.-----..-. . 04 
Allowance for accelerated retirement.._...................-..-....--.. . 33 
DAVIE 00. DORGRR DAP cian disci incsimbntitinckisciindditiiabidont —. 06 
SINT ims tcchehlcladilaae trick eellip abc ilphictnaiarcihlpiaiatiaen diesen tibiae de dime 2. 30 


The allowance for accelerated retirement included in the additional cost is 
based on the assumption that the availability of higher retirement benefits 
would offer a moderate incentive for earlier retirement. The 0.33 percent of 
payroll is a round figure based on judgment as to what the effect of the increases 
in benefits might be. It constitutes slightly more than 2 percent of the costs 
of employee and spouses’ annuities (14.30 percent of payroll) which would 
otherwise exist after allowing for the liberalizations in the annuity formulas. 

According to the sixth valuation as modified by this cost estimate, the overall 
net level cost for the system would come to 16.43 percent of payroll. By com- 
parison, the combined tax rate on employers and employees would be 14.50 
percent, so that the actuarial deficiency would be 1.93 percent of payroll, or 
about $102 million a year on a level basis. 


IMMEDIATE EFFECT 
Employee Annuities 


Of the 320,000 employee annuities, it is estimated that 285,000 would receive 
the full increase and 15,000 an increase of less than 15 percent, while 20,000 
would receive no increase. The 15,000 which would be increased by less than 
15 percent consist of 7,000 which are now social security minimum guaranty 
eases and to which the new regular retirement benefit formula would begin to 
apply, and 8,000 other cases now minimums where the amount of increase would 
be limited to the amount of the average monthly compensation. To illustrate: 
Consider the case where the annuity under the regular railroad retirement bene- 
fit formula is $80, but under the guaranty provision it comes to $85 per month. 
The Board currently pays the $85. Under the new regular railroad retirement 
benefit formula the $80 figure would be raised to $92. Hence, the actual annuity 
payable would be increased from $85 to $92, an increase of about 8 percent. 
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Consider further the case where the Board is paying a $69 minimum annuity to 
an employee whose average monthly compensation is $76. The increase in this 
case would be from $69 to $76, or about 10 percent. 

The 20,000 annuities which would not be increased include 15,000 guaranty 
cases and 5,000 cases in which the annuity is already equal to the average 
monthly compensation. The overall percent increase for the 320,000 annuities 
is estimated at 14.2 percent, while for the 300,000 annuities affected, it would 
be 14.9 percent. 


Pensioners 


The 2,500 pensioners on the rolls July 1, 1956, would receive a flat 15-percent 
increase in their pensions. 


Spouses 


The 115,000 spouses on the rolls July 1, 1956, include 48,000 to be increased— 
31,000 by 15 percent and 17,000 by less than 15 percent—and 67,000 not to be in- 
creased. The great majority of the 67,000 not to be increased are wives who are 
already receiving the maximum of $54.30 per month. 


Survivor annuities 


There will be approximately 213,000 individual survivor insurance beneficiaries 
on the rolls July 1, 1956. These may be split into three broad groups: roughly, 
152,000 who are under the guaranty provision; 58,000 whose benefits are based 
on the regular formulas; and 3,000 cases in which a widow is receiving the same 
amount she received as a wife. 

It is estimated that some 58,000 survivors would receive the full 15-percent in- 
crease under the railroad survivor benefit formula. About 13,000 survivors 
would receive less than the 15-percent increase, while the remaining 142,000 
would receive no increase. An example of a case in which a less than 15-percent 
increase would result is that of an aged widow to whom the Board is paying $45 
per month under the guaranty provision. Assume a basic amount under the 
present law of $40, which will be increased to $46 under the proposed amend- 
ments. Her annuity will be increased from $45 to $46, or a little more than 
2 percent. Now if in this case the widow is receiving more than $46 under the 
guaranty provision, her benefit will remain the same. 


Tabular summary 


The two attached tables illustrate the effect of the proposed amendments to 
increase the various railroad retirement benefit formulas. 

Since becoming Chairman of the Board, I have consistently favored increased 
benefits under the Railroad Retirement and Railroad Unemployment Insurance 
Acts whenever there was adequate financing for such increases so as not to en- 
danger the solvency of the trust funds. This is a point of view that has long 
been advocated by the Board, congressional committees, and other interested 
parties. 

Since the proposed increase in the tax rate from 1214 percent to 14% percent 
will furnish nearly all of the necessary revenue to provide for the increased 
benefits, I do not consider the comparatively small deficiency significant enough 
to threaten the stability of the railroad retirement system. Therefore, I recom- 
mend favorable consideration of sections 1, 2, 3, 4, and 6 of H. R. 9065 and of the 
other identical bills. 

I wish to make it clear, however, that I am not expressing any views with 
respect to the provisions of section 5 of the bill, as such provisions are chiefly 
* concern of other departments of the Government. Section 5 provides as 
ollows : 

“Sections 3201 and 3211 of the Railroad Retirement Tax Act are each further 
amended by adding at the end thereof the following new sentence: ‘Nothwith- 
standing any other provision of law, the amount of the tax imposed on the in- 
come of any individual by this section shall be excluded from such individual’s 
gross income for purposes of chapter 1 and from such individual’s “wages” for 
purposes of chapter 24.’ ” 

Sincerely yours, 
RAYMOND J. Ketry, Chairman. 
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Taste 1.—2Hstimated numbers of monthly beneficiaries of each type on the 
Board’s current payment rolls July 1, 1956, who would be affected or not 
affected by proposed 15 percent increase in railroad benefit formulas 


| 
Estimated number nes Estimated number not in- 
eT 
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1 Includes 7,000 guaranty cases changed to railroad formula, 8,000 minimums ($69, 4.14 times years of 
service guaranty) changed to monthly compensation minimums. 

2 Includes 15,000 unreduced spouse benefits over $47.22 but less than $54.30 before increase, and 2,000 
guaranty cases ‘changed to the railroad formula. 

3 Normal] spouse annuity already equal to $54.30. 

4 Includes 6,000 guaranty cases and 3,000 spouse minimums changed to the regular railroad formula. 

5 Guaranty cases changed to the railroad formula. 


Note.—No provision made for application of the disability freeze. 


TABLE 2.—Hstimated numbers of monthly beneficiaries of each type on the 
Board’s current payment’ rolls July 1, 1956: Number and percent affected and 
average monthly benefits before and after proposed 15 percent increase in 
railroad benefit formulas 
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Other survivor insurance - -- 58,000 | 46.00 | 46.50 11 7, 400 13} 35.50] 38.70 9.0 
46. 00 52.90 | 15.0 4000 | 100 | 46.00 | 52.90 15.0 


Survivor (option) -.......... 4, 000 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 29, 1956. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
House Office Building, Washington, D.C. 

Dear Mr. Priest: Am very grateful for the opportunity you have accorded 
us to express our views on H. R. 9065, 9066, 9068, and identical bills. 

The preservation of the Railroad Retirement System on a sound financial 
basis to adequately meet the obligations of the future is, to me, a sacred trust. 
I know, too, that such is the sincere desire of railroad management whom I 
have the honor and privilege of representing. 
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Section 15 (d) of the Railroad Retirement Act of 1937 requires the Railroad 
Retirement Board, at intervals of not longer than 3 years to make an estimate 
of the liabilities created by that act and the act of 1935 and to include such esti- 
mate in its annual report. 

Upon completion of the sixth actuarial valuation, which includes the laws in 
effect, December 31, 1955, the Board’s actuary placed the net level cost at 14.13 
percent of payroll, indicating an actuarial deficiency (when compared with 12.5 
percent contributions) of 1.63 percent, which is equivalent to $86,400,000 a year. 

In its conclusions, the actuarial report warns us that: 

“It is believed that no overly conservative assumptions have been introduced 
in this valuation so that the likelihood of an understatement of costs appears ta 
be greater than that of an overstatement.” 

Section 15 (c) of the Railroad Retirement Act of 1937 provides for the ap- 
pointment of an Actuarial Advisory Committee to “examine the actuarial reports 
and estimates made by the Board and have authority to recommend to the Board 
such changes in actuarial methods as it may deem necessary.” 

In accordance with these requirements, the report of the sixth triennial valu- 
ation of the railroad retirement account, prepared by our chief actuary, was 
submitted to that committee which is composed of outstanding leaders in the 
actuarial field—Mr. Walter E. Wilcox for the United States Treasury; Mr. 
George B. Buck for the employees and Mr. Robert D. Holran for the employers. 

I quote from the report of that committee: 

“The assumptions used are believed to be appropriate although they probably 
tend to understate rather than to overstate the contributions needed. 

“For the first time, since the establishment of the Railroad Retirement Sys- 
tem, the obligations on account of new members have exceeded the scheduled 
taxes payable to the Railroad Retirement System. 

“The actuarial valuation shows that a rate of 13.99 percent plus an addi- 
tional .14 percent for administrative expenses, or a total of 14.13 percent of the 
entire future taxable compensation is needed in order to cover the obligations 
of the Railroad Retirement System under the law. 

“The difference between the 14.13 percent needed to finance the liabilities 
of the Railroad Retirement Act and the 12.5 percent currently collected is 
$86,390,000 a year.” 

The report of that group of distinguished gentlemen concludes: 

“In the opinion of this committee, the valuation of the benefits, payable under 
the Railroad Retirement Act, the obligations to cover tax credits to the Social 
Security System and of the prospective credits from the Social Security System 
to the Railroad Retirement System has been completed by Mr. Niessen (chief 
actuary, Railroad Retirement Board) in accordance with methods generally 
employed by actuaries in valuations of this character and the results are 
reliable.” 

Naturally, these findings are of serious concern to all of us and for the first 
time in its history, I believe, the three members of the Board signed, on December 
22, 1955, a joint report manifesting this concern and recommending careful 
study by all interested of means for the ultimate elimination of the actuarial 
deficiency of $86,390,000 per year estimated by our chief actuary and confirmed 
by the actuarial committee under the requirements of the act. 

Subsequently, there have been introduced H. R. 9065, H. R. 9066, H. R. 9068, and 
identical bills, now before you gentlemen, which, in effect, propose an increase of 15 
percent in most of the benefit payments under the Railroad Retirement Act, 
presumably to be protected by an additional contribution of 1 percent on taxable 
earnings on employees and employers alike. 

Our chief actuary estimates that even the proposed additional tax, aggregating 
2 percent, falls short of meetnig the augmented costs, and, indeed, would actually 
increase the present annual deficiency of $86 million to $102 million per year. 

I, therefore, respectfully recommend your very earnest consideration of the 
present deficiency in preventing any further peril to the account which would 
certainly result fom the enactment of any increased benefits that cannot be 
afforded on basis of sound actuarial studies and valuations. 

With all good wishes, I remain, 

Sincerely, 
THOMAS M. HEALY. 
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UNITED STATES OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 28, 1956. 
Hon. J. Percy Pri&st, 


Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Deak Mr. Priest: The three members of the Railroad Retirement Board 
have divergent views with respect to H. R. 9065, H. R. 9066, H. R. 9068 and all 
succeeding identical bills upon which you have requested reports. This is my 
separate report on these bills, as the labor member of the Board, whose statutory 
duty it is to provide representation on the Board satisfactory to the largest num- 
ber of railroad employees. I favor the enactment of the bills for the following 
reasons: 

(1) The basic purpose of the bills is to improve, at least to a degree, the 
relationship between present day wages and benefits presently provided in 
the Railroad Retirement Act. 

(2) The bills provide an additional 2 percent of taxable payroll which 
is sufficient revenue to meet the cost of the proposed increased benefits. 
The additional cost is estimated to be 2.30 percent of taxable payroll which 
includes an arbitrary allowance of 0.33 percent of taxable payroll, ascribed to 
possible but, in my considered judgment, highly improbable accelerated 
retirement. Except for the inclusion of that item, which in my judgment 
is unwarranted, the increased cost would be no more than 1.97 percent of 
taxable payroll. 

(3) The bills would eliminate from gross income for Federal income tax 
and tax withholding purposes the amounts paid by employees and employee 
representatives in taxes for railroad retirement purposes. Railroad em- 
ployees pay now what is, in effect, a tax upon a tax. This has been recog- 
nized as an unjust tax by both Canada and Great Britain and eliminated 
as such. In the light of the tax position now enjoyed by railroad com- 
panies in this respect, I deem it appropriate to accord railroad employees 
the same consideration. 

Sincerely yours, 

Horace W. Harper. 


THE SECRETARY OF THE TREASURY, 
Washington, March 6, 1956. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMAN: This is in reference to a request for the Treasury 
Department’s views on H. R. 9065 and other identical bills to amend the Rail- 
road Retirement Act of 1937 to provide increases in benefits and for other 
purposes. 

The Department is primarily interested in section 5 of these bills which ex- 
cludes employees’ contributions to the railroad retirement program from both 
withholding tax and from taxable income. Such exclusions are not permitted 
under existing law. After the increase in the contribution rate provided by the 
bills, such exclusions would amount to 7144 percent of the covered employees’ 
wages. 

Though the bills increase both employee and employer contributions by 1 per- 
cent of covered wages to pay for the higher benefits, employees would actually 
pay a smaller net amount than at present. The income tax reductions resulting 
from the exclusion would be larger than the increase in their contributions. 
The bill thus would shift the employee’s share of the cost of the proposed in- 
crease in benefits to the Federal Government. It would also shift to the Federal 
Government part of the cost of the existing program. 

These exclusions would have far-reaching implications for the income tax sys- 
tem. Employee contributions to the railroad retirement program are a form 
of savings for retirement and other contingencies. If savings of railroad em- 
ployees are excluded from taxable income, other groups could be expected to 
demand comparable exclusions for other types of savings for retirement, includ- 
ing contributions to employer pension plans, the OASI program, and private 
annuities. 

The fact that railroad retirement benefits are already exempt from tax adds to 
the problem. If, in addition to the present exemption of benefits, employees’ 
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contributions were excluded, no tax would be paid on the income represented by 
such contributions at any time. 

Such exclusions would cause very substantial losses in revenue. The ex- 
clusion of railroad retirement contributions alone would involve an annual reve- 
nue loss estimated at $70 million. If a similar exclusion were given to social 
security contributions, the cost would be increased by another $600 to $700 mil- 
lion annually. 

In view of these considerations, the Treasury Department strongly opposes the 
enactment of any bill which contains an income tax exclusion for employee con- 
tributions under the railroad retirement program. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
G. M. HuMPHREY, 
Secretary of the Treasury. 


DEPARTMENT OF HEALTH, EpUcATION, AND WELFARE, 
Washington, April 11, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interestate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Deak Mr. CHAIRMAN: This letter is in response to your request for a report 
on H. R. 9065 and on a number of identical bills (listed in the enclosure) to 
amend the Railroad Retirement Act of 1937 to provide increases in benefits, and 
for other purposes. 

The provisions of these bills and their somewhat complicated effects on the 
various types of benefits under the Railroad Retirement Act are described in 
detail in the letter of the Chairman of the Railroad Retirement Board to your 
committee, dated February 28, 1956. Whatever may be said as to the desira- 
bility of a benefit increase per se, we believe that enactment of this proposed 
legislation would be unsound in view of the manner in which the increase of 
benefits would be financed—to the extent that it would be financed by these 
bills—and in view of the present actuarial deficiency of the railroad retirement 
account. 

While the bills would increase the rate of employer and employee contributions 
to the system (in the form of taxes under the Railroad Retirement Tax Act) 
from 614 percent to 744 percent each, an additional provision would exclude the 
amount of such employee contributions (including the 1 percent increase) from 
taxable income under the income-tax law. We understand that in most cases 
the resulting reduction in the employee’s income tax would, at present income- 
tax rates, be greater than the increase in his contribution. 

Exclusion of the Employee contribution from gross income for purposes of 
income tax would constitute preferential treatment for employees covered under 
this system, as compared with employees covered by the old-age and survivors 
insurance system, the civil-service retirement system, and other public and 
private retirement and survivor benefit plans, who do not enjoy a like advan- 
tage. Apart from the question of general tax policy involved—on which we 
defer to the Treasury Department—such preferential treatment cannot, we 
believe, be justified. The proposed exclusion of the employee contributions from 
gross income would mean, in effect, that the employee’s share of the increase in 
the contribution rate would be borne by all individuals paying income tax, 
rather than by employees covered under the railroad retirement system. 

The railroad retirement system has shown an actuarial deficit for some time 
and we understand that the latest actuarial valuation shows the current actuarial 
level-cost deficit to amount to 1.63 percent of taxable payroll, or about $86 million 
per year. This raises questions as to the future solvency of the system. We would 
accordingly question an increase in benefits until adjustments have been made 
that bring the system into actuarial balance. The proposed contribution rate of 
7.25 percent each for the employer and employee would overcome the present 
deficiency if it were not coupled with the benefit increases proposed in the bill. 
But, as shown by the report of the Chairman of the Railroad Retirement Board, 
the net effect of the contribution and benefit increases on the finances of the 
system would be to increase the actuarial deficiency to 1.93 percent of payroll or 
$102 million a year on a level basis, since the proposed increase in contribution 
rates falls short (by about 0.3 percent of payroll) of fully meeting the proposed 
increases in benefits. 
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For these reasons we recommend against enactment of the proposed legislation, 
We are advised by the Bureau of the Budget that enactment of the measure 
would not be in accord with the program of the President. 


Sincerely yours, 
HEROLD C. Hunt, 


Acting Secretary. 


LIST OF IDENTICAL BILLS ON WHICH DEPARTMENTAL REPORT HAS BEEN REQUESTED 


H. R. 9065 H. R. 9232 . R. 9345 
H. R. 9066 H. R. 9239 . R. 9855 
H. R. 9068 H. R. 9245 . R. 9404 
H. R. 9145 H. R. 9256 . R. 9408 
H. R. 9174 H. R. 9274 . R. 9450 
H. R. 9175 Hi. R. 9276 . R. 9456 
H. R. 9187 H. R. 9281 . R. 9501 
H. R. 9190 H. R. 9317 . R. 9507 
H. R. 9204 H. R. 9326 . R. 95388 
H. R. 9213 H. R. 9327 . R. 9542 
H. R. 9231 H. R. 9334 


LIST OF ADDITIONAL IDENTICAL BILLS ON WHICH REPORT HAS NOT BEEN REQUESTED 


9657 H. R. 9839 
9659 H. R. 9849 
9662 Hi. R. 9872 
9663 H. R. 9908 
9666 H. R. 9914 
9682 H. R. 10002 
9685 H. R. 10040 
9686 H. R. 10056 
9694 H. R. 10058 
9697 . R. 10062 
9698 . R. 10067 
9702 . R. 10102 
9724 . R. 10110 
9727 . R. 10116 
9730 . R. 10128 
9731 . R. 101382 
9765 . R. 10152 
9783 . R. 10164 
9812 

. 9826 


. R. 9541 
. 9564 
. 9583 
9587 
9596 
9597 
9598 
9599 
9602 
9611 
9616 
9621 
9623 
9624 
9625 
9627 
. 9628 
. 9645 
. 9655 
. 9656 
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THE SECRETARY OF THE TREASURY, 
Washington, March 15, 1956. 
Hon. J. PERcy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: On March 6 I wrote you concerning the opposition 
of the Treasury to the tax deduction under H. R. 9065 for employee contributions 
to the Railroad Retirement Fund. I wrote you then that the immediate cost 
to the Treasury would be $70 million a year. We now find that exemption 
of employee deductions for social security contributions, which are the same as 
railroad retirement contributions, would cause a revenue loss of $630 million. 

Since my first letter, we have continued to study the possible consequences 
of similar exemptions if applied to additional forms of pension plans. We find 
that two other groups would involve the following annual revenue loss: Federal 
employees under Federal retirement plan, $110 million; State and local em- 
ployees under State and local pension plans, $130 million. Thus the total reve- 
nue loss would be about $940 million. 

This loss of nearly $1 billion is the crux of the situation which makes the 
action being considered by your committee very serious. Should the tax exemp- 
tion be given railroad employees it would seem that, out of fairness, similar 
treatment should properly be given the millions of people who contribute to these 
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retirement systems without having such contributions treated as tax deductions. 

The revenue loss could run to another $1 billion or more if this principle led 
to demands that all individuals be allowed a deduction of up to 744 percent 
of income provided such percentage of income was paid out as a social security 
contribution, as a contribution under private pension plans or as an individual 
saving for retirement. 

For these reasons the Treasury strongly urges this committee to act unfavor- 
ably on the bill before it. 


Very sincerely yours, 
G. W. HuMPHREY, 


Secretary of the Treasury. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill., March 5, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DEAR Mr. Priest: This is a report on H. R. 9316 which was introduced in the 
House of Representatives by Mr. Aspinall on February 16, 1956, and which was 
referred to your committee for consideration. 

The bill would amend section 3 (e) of the Railroad Retirement Act so as 
to provide that the computation of annuities under the social security minimum 
formulas shall be made on the basis of railroad compensation only, without 
regard to concurrent social security benefits. Under present law, the amount 
guaranteed by the social security minimum provision is determined on the basis 
of railroad and social security credits combined, with a reduction for any con- 
current social secuity benefit to which the beneficiary is, or on application would 
be, entitled, or which would be a deductible item under the provisions of the 
Social Security Act. The change would become effective the first of the month 
following the enactment date of the bill and all required recertifications would 
be automatic without application therefor. 

In order to analyze the effect of the changes proposed by the bill, it is neces- 
sary to consider sections 1 (a) and 1 (b) separately. Section 1 (a) taken by 
itself would disregard the simultaneous social security benefit for purposes of 
the social security minimum provision but would leave the method of computing 
benefits under that provision otherwise unchanged. The effect would be to in- 
crease annuities computed under the social security minimum formula in prac- 
tically all cases where the beneficiary is entitled to a simultaneous benefit under 
the Social Security Act. In no case would benefits be reduced and this would 
be true for both retirement and survivor annuities. Thus, section 1 (a) of the 
bill would result in an additional cost to the Railroad Retirement System which 
is estimated to be in the neighborhood of $10 million a year on a level basis. 

On the other hand, section 1 (b) of the bill, which would eliminate social 
security credits from the computation of the social security minimum amount, 
would have the effect of generally decreasing benefits so computed in cases where 
the retired employee had some social security earnings, but there is no entitle- 
ment to benefits under the Social Security Act. Particularly in the area of sur- 
vivor benefits, there would be a rduction in large numbers of cases where 
the deceased employee had social security earnings, and the survivor is not 
entitled to a social security benefit in his or her own right. It is estimated 
that the number of survivor benefits which would be so reduced would sub- 
stantially exceed the number of cases where benefits would be increased. Thus, 
section 1 (b) of the bill, when considered by itself, would result in savings to the 
railroad retirement account. 

It is estimated that the savings from section 1 (b) would about equal the ad- 
ditional costs from section 1 (a) of the bill. Thus, on the whole, the bill would 
not involve any net additional costs to the railroad retirement system; there 
is even a slight possibility of some savings. 

The Board is, however, opposed to the enactment of the bill for the following 
reasons: 

(1) It would destroy the real purpose and usefulness of the social security 
minimum and coordination provisions of the Railroad Retirement Act. 
(2) It would single out for benefit increases cases where the individual 
is already receiving a more substantial income by means of two benefits 
from both the Railroad Retirement and Social Security Systems. 
75199—56——_10 
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(3) The increases in certain annuities would be accomplihsed at the ex- 
pense of many thousands of individuals (mostly survivors) who are re- 
ceiving only a single benefit under the Railroad Retirement Act and whose 
benefits the bill would reduce. 

In view of the foregoing, the Board recommends that no favorable considera- 
tion be given to the bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for March 6, 1956, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to 
the Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 

Raymonp J. Ketty, Chairman. 
Ro oe The list of the bills shows the names of the sponsors of 
the bills. 

The Chair introduced the bill, H. R. 9065, on February 16, 1956. 
It has the support of the Railway Labor Executives’ Association. 

Since that time, the Chair has observed that a number of his col- 
leagues on this committee became cosponsors of the bill, which I was 

lad to see. 

. Also a number of our colleagues in the House have become cospon- 
sors of the bill. In fact, a total of 68 bills on this particular subject 
have been introduced. 

All of the standard unions affiliated with Railway Labor Executives’ 
Association, as I understand, are supporting that approach. It does 
not go as far as other groups would desire in connection with liberaliz- 
ing the railroad retirement benefits. It is further than some other 
groups would desire. There is one important subject matter attached 
to it which will, of course, receive the attention of this committee, and 
I am sure of the Congress, should such a measure or something similar 
to it, be reported. 

We are giad to observe some of our colleagues present this morn- 
ing, whom we did not have the privilege of hearing in January, when 
we had several days dedicated to this program. I am sure they have 
other meetings to attend and are very anxious to get away. 

I note the Sistinqraiahedl member of the Ways and Means Committee, 


our colleague from Florida, Mr. Herlong, whom we are glad to wel- 
come here. He has indicated that he has a brief statement to make. 


STATEMENT OF HON. ALBERT SYDNEY HERLONG, JR., A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Hertonc. Thank you very much, Mr. Chairman. I appreciate 
this opportunity of testifying briefly in behalf of H. R. 9602. 

I think this committee knows that this is an identical bill with the 
one introduced by Mr. Harris. 

You can call my introducing the bill gocihg the lily, or window 
dressing, or call it what you want to; it does not make any difference 
to me. 

The reason I introduced it is because I am thoroughly in accord 
with the provisions of the Harris bill. 

Our people who are in the railroad business down in Florida are 
very much in accord with it. All of the brotherhoods are in favor of 
it—have indicated to me that they were in favor of it—and I just want 
to do everything I can to lend strength to Mr. Harris’ bill. 
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I realize, of course, that so many bills have been introduced, that we 
are liable to get ourselves in the position of just saying we are jumping 
on somebody else’s bandwagon. 

I have no pride of authoriship. I have no desire to claim any 
credit except to further the bill dees as far as I can, Mr. Chairman. 

This bill, as I understand it, does provide for some additional reve- 
nue and I think that is an important feature. None of us can be for 
any retirement bill without raising the funds which are to be used to 
pay the retirement. 

I am thoroughly convinced that this bill is actuarily sound. We 
must make sure that it is actuarily sound or none of us should be for 
it. We can pay out all of these benefits; all of the money in the fund 
in benefits, without raising any money, and we are very shortly going 
to find ourselves in an awful bad fix. 

So I do hope that the committee will be careful to see that any bill 
that comes out ef the committee is sound from an actuarial stand- 

oint. 
r I know the committee has had testimony in the past with reference 
to the benefits to be derived under this bill and we are all aware of 
the fact that when living costs are raised, the man on a fixed income, 
or retirement income, is the man who is really put in the squeeze. 

I am sure you are all going to do everything you can to help these 

eople. They need the help, with the cost of living acting like it has 
en acting during the past few years. 

Mr. Chairman, I do not want to take any more of the committee’s 
time. I do appreciate this opportunity of being here. 

Mr. Harris. Thank you very much, Mr. Herlong. We appreciate 
having had your fine statement. 

Are there any questions ? 

Mr. Wiitrams. Mr. Chairman. 

Mr. Harris. Mr. Williams. 

Mr. WiutaMs. I do have one question of Mr. Herlong, who is, as 
you have stated, a distinguished member of the Ways and Means 
Committee of the House. 

Mr. Hertona. This bill provides that the amount of taxes imposed 
upon the income of any individual by this section shall be excluded 
from such individual’s gross income, for income-tax purposes. 

As I understand it, the purpose of that language is to exclude that 
part which an individual pays into this retirement program from 
being included as a part of his income for income-tax purposes, 

Mr. Hertone. That is correct. 

Mr. Wiis. It is my understanding that legislation presently 
before the Ways and Means Committee would extend a similar bene- 
fit to all of the people. Is it your feeling that this particular pro- 
vision in the pending bill is sound from a tax standpoint? 

Mr. Hertone. From a tax standpoint ? 

Mr. Wiiu1AMs. Yes; in regard to fairness to everybody concerned, 
including the general public. 

Mr. Hertonea. My feeling on that is that the individual should pay 
a tax somewhere along the line, either when he gets the money or 
when it is paid, on the cost of one element, which has to do with the 
payment of their retirement. Either he would do that or he would 
not pay anything. We would exempt everyone. We have got to treat 
them all alike. 
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Now that bill you are talking about is in our committee now but 
has not received serious consideration up to this point. We have 
had no hearings on it. 

Mr. WituraMs. Is it your feeling then that there is a serious prin- 
ciple involved ? 

Mr. Hertone. As I said, I made a copy of the bill introduced by 
the chairman of this committee, because I had been advised that it 
was the bill that met with the approval of all of the brotherhoods 
and all of the railroad executives organizations, and I went into that 
feature of the thing yesterday afternoon. I wanted to find out what 
was means by—I knew what was meant by excluding from an indi- 
vidual’s gross income, for the purpose of chapter 1 and from such 
individual’s wages for the purposes of chapter 24. But I have not read 
chapters 1 and 24 recently. I asked my office to get that information 
for me, but I was tied up just before I came over here, and was not able 
to get it. But I honestly think they have got to pay a tax either when 
they are paid the money or some other time. I say there is no reason 
to exempt completely the money that is paid into the fund and then 
exempt it again when it comes out of the fund. There is no reason 
for that. That isnot sound. You are giving somebody something for 
nothing when you do that. 

Mr. WituiaMs. I just wanted to get your thoughts on it. Thank 
you very much. 

Mr. Hertone. I do not think there is any doubt, Mr. Chairman, in 
connection with this whole picture, and that most anyone who has 
gone into the thing, I think, will think it is fair. All of the people 
agree with that position. People do not want something for nothing. 

Mr. Harris. Are there any further questions? 

Mr. Hate. Mr. Chairman. 

Mr. Harris. Mr. Hale. 

Mr. Hate. Mr. Herlong, if I understand you correctly, at the pres- 
ent time the payments which a man makes into this fund are not de- 
ductible from his gross income for income-tax purposes. Is that 
correct ¢ 

Mr. Hertona. I understand that is correct; yes, sir. 

Mr. Hate. The same is true with regard to the social security and 
all of these other similar things. 

Mr. Hertone. That is right. The social seeurity is not deductible. 

Mr. Hate. But it isa kind of tax, is it not? 

Mr. Hertone. That is right. 

Mr. Harr. And you feel that under the existing law they should 
be deductible ? 

Mr. Hertone. No; I say that they have all got to be treated alike 
and if we deduct them all, I am afraid we will lose so much revenue 
that we will not be able to do what certain people and certain political 
parties are very anxious to do, that is, balance the budget. 

Mr. Hate. I should like to get your views. 

Do you think section 5 of this bill is all right? Do you think it is 
fair? 

Mr. Hertona. As I stated, Mr. Hale, I wanted to get a bill in here 
to lend whatever strength I could to the idea of increasing the retire- 
ment benefits of the railroad employees, and I have not gone into the 
details of the bill that was introduced by the chairman of the com- 
mittee here, Mr. Harris. I would want to be sure—and I have said 
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this is my original statement—I want to be sure that anything that 
is done is sound from an actuarial standpoint. And may I say that 
I want to be sure that it is sound and fair from an economic stand- 
point too. 

Mr. Hate. I must say it seems to mé that if the Federal Govern- 
ment says you have got to pay this money into such a fund as a tax, 
then it seems to me that it—the Federal Government—ought to say it 
is not income to you because we have taken it away from you. 

Mr. Hertona. No; it is not income. 

Mr. Hate. I mean, it ought to be deductible, it seems to me. 

Mr. Hertona. It is not income to an individual unless he gets it; 
until he buys something with it. Now, he is buying his retirement 
with this money. He is buying it and therefore, inasmuch as he is 
buying his retirement, it is income to him. 

Mr. Hate. I can see that there are two ways of looking at it, but it 
isa tax. 

Mr. Hertone. Yes; it isa tax. 

Mr. Hate. It isa tax, to be sure. 

Mr. Hertonea. The social security is a tax, but a man is buying his 
retirement with that. 

Mr. Hate. You might say that any tax that we pay is supposed to 
buy something. 

Mr. Hertone. But I mean it is buying something that he can take 
directly in the way of retirement benefits later on. 

Mr. Hare. It is an interesting point. 

Mr. Hertonea. I would have no quarrel with the committee as to 
what they did about this whole problem. The only thing I would 
want to do, as I said, is to be sure that what you do is sound and fair 
and does not put any burden on us where we are going to have to 
exempt everybody from taxation on the social security. And if you 
do this, we are liable to have to do that for everybody. 

Mr. Hate. I do want to say one other thing. I don’t know. It may 
be that there is some conflict of jurisdiction between this committee and 
your committee. But when you come to section 5 

Mr. Hertonea. There could be. Of course, the bill was referred to 
your committee—and the Speaker has the right to do that, regardless 
of the provisions of the proviso, because it goes to the committee which 
has the greatest portion of the subject matter of the bill under its con- 
sideration. 

Mr. Dies. May [ask a question, Mr. Chairman ? 

Are you through ? 

Mr. Hate. Iam through. 

Mr. Harris. Mr. Dies. 

Mr. Dies. On what ground do you justify permitting these pay- 
ments to be deductible and not doing the same thing with regard to 
social security? Is there any distinction here that anybody can point 
out between the payment to this retirement fund and the money that 
is paid into the social security, and a number of other retirement 
funds? 

Mr. Hertonec. I donot know that there is, Mr. Dies. 

Mr. Dres. Perhaps someone can make the distinction. 

Mr. Hertone. I would like to hear some statements on that because 
T am not an expert on it. 
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Mr. Harris. Well, it is a matter of policy for the Congress to de- 
termine, is it not ? 

Mr. Hertone. I would think so. But I would like to hear some ex- 

rts who have gone into this matter of the railroad retirement and 

ow more about it than I do, to give their impressions on it. 

Mr. Harris. Yes. I think it will be developed that there are certain 
provisions with reference to income-tax payments in the Railroad Re- 
tirement Act which is not present in any of the social security retire- 
ment annuities. 

Mr. Hertoneg. If you can make a distinction, that is wonderful. 

Mr. Harris. And it has, therefore, been done. It was done when the 
act was passed originally. I think that will be developed thoroughly 
during the course of the hearings. 

Thank you very much, Mr. Herlong. 

Mr. Hertone. Thank you very much. 

Mr. Harris. We appreciate your statement. 


STATEMENT OF HON. HARLEY 0. STAGGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Harris. I see our colleague on this committee, our good friend, 
Mr. Staggers, sitting back there. I am sure he is vitally interested 
in this subject. Do you have anything that you want to say this 
morning? 

Mr. Sraccers. Yes, Mr. Chairman. 

Mr. Harris. Of course, you are welcome up here with us. You are 
a member of the committee. 

Mr. Sraccers. Mr. Chairman and members of the committee, I did 
not come over to testify, but I am glad to have this opportunity to say 
that I am wholeheartedly in support of H. R. 9065, the bill intro- 
duced by the chairman of this subcommittee. 

I have introduced an identical bill to this and I expect to support 
it when it comes before the full committee. I hope to be present 
at all of the hearings, in order to be able to discuss it when we do get 
it before the full committee and also be able to discuss it somewhat 
in detail when it hits the House floor. So Iexpect to be present. Ido 
not want to take too much of your time. 

Mr. Harris. Thank you very much. Of course, you can take your 
place up here on the bench during these hearings, because you are a 
member of this committee and you are welcome to attend the hearings 
of this subcommittee. 

Mr. Sraccers. Thank you. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Harris. We welcome our colleague, Mr. Bailey, who has always 
manifested an interest in the railroad-retirement bills. We are glad 
to have you with us again today. 

arLEy. Mr. Chairman and members of the committee, for the 
urpose of the record, I am Cleveland M. Bailey, of the Third West 
Vircinia District. 

I appear today in support of H. R. 9645, which is an exact duplicate 
of H. R. 9065, introduced by the presiding chairman of this committee 
today. 
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Let me say, Mr. Chairman and members of the committee, that the 
intent of H. R. 9645 is to provide a badly needed 15 percent increase 
in benefits for thousands of retired pensioners, widows, and other 
beneficiaries under the Railroad Retirement Act. It will accomplish 
this with only minor exceptions which I shall endeavor to explain. 

You gentlemen of the committee will remember some 2 or 3 years 
ago, the Congress considered giving the railway employees a 25 per- 
cent increase in retirement pay. You will remember that the Con- 
gress, after granting a 20 percent increase in 1948, along in 1951 or 
1952, considered further increasing the Railroad Retirement Act. At 
that time, as I recall, they were asking for a 25 percent increase. The 
committee voted a 10 percent increase and the taking of that action 
was predicated on the fact that there were some differences in the 
audits of the Railroad Retirement Board and the audits of the rail- 
road workers, aid the committee asked or provided for an independent 
audit, and I am advised that that audit indicated that we could have 
paid - 25 percent at that time rather than the 10 percent which we 
granted. 
~ The objective of this bill today is to pay that 15 percent which we 
could onl have paid some 2 or 3 years ago. 

What we propose to do under H. R. 9645, and some three score or 
more other bills now pending in your committee, is to grant this 15 
percent which could well have been granted at that time. 

In order to insure these increased benefits and keep the retirement 
trust fund in sound financial condition, the bill would raise the addi- 
tional funds in the amount of 2 percent of all covered payrolls. Both 
the employee and the employer will pay an additional 1 percent, 


making their contribution 714 percent on the first $350 of monthly 

wages, instead of 614 percent, the rate being paid at the present time. 

The increased tax on employees would be immediately offset by ex- 

empting the ore tax from gross wages in the computation of 
\ 


y 


his income tax. e firmly believe such an exemption is fair and 
equitable since the employers already get credit on their corporation 
taxes for amounts paid into the retirement fund. 

We also point to the fact that workers in Canada and Great Britain 
already enjoy this exemption benefit. 

Now, there are two exceptions to the overall 15 percent increase, as 
referred toabove. They are: 

1. In the case of a beneficiary under the Railroad Retirement Act 
whose Railroad Retirement Act formula benefit is lower than it would 
have been had that person been covered by social security, this bill 
would not necessarily provide an increase. For example, if he were 
now entitled to $30 per month under the railroad retirement formula, 
but under social security would have been entitled to $60 a month, 
he now receives the $60. The 15 percent increase provided in this 
bill would raise his railroad retirement formula annuity to $34.50 
per month. He would still receive the benefit of the minimum guar- 
anty and full $60. On the other hand, if he were entitled to $80 under 
the railroad retirement formula and by the application of the mini- 
mum guaranty now received $85, he would receive an increase. This 
is because his railroad retirment formula entitles him to $92 per 
month. In simple terms, where the 15 percent increase provides 
a beneficiary with a benefit over the social security minimum, he re- 
ceives the advantage of the increase. In cases where the 15 percent 
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would leave a person below the minimum, he would continue to enjoy 
the present minimum guaranty protection. 

2. This bill does not change the method of computing the spouse’s 
annuity. The present law provides the spouse an amount equal to 
one-half the retired employee’s monthly benefit, with a maximum 
allowable equal to the maximum provided by the Social Security Act. 
This section adopted just last year resulted in substantial increases for 
spouses. 

We do not feel that we are warranted at this time in seeking spouse’s 
annuities in excess of those provided by the Social Security Act. It 
should be borne in mind that the family income of the spouse will 
be increased in the amount of 15 percent of the retired employee’s 
annuity by this bill. Further, there will be a large number of spouses 
receiving an increase under this bill by reason of the increase in their 
husband’s or wife’s annuity. 

In conclusion, Mr. Chairman, may I suggest that this increase is 
long overdue, in view of the fact that our living costs have not been 
reduced and that they are quite an item in actual existence on the part 
of the employees of the railroad system, I sincerely hope that the mem- 
bers of the committee will give this legislation your careful and favor- 
able consideration. 

Mr. Harris. Thank you very much, Mr. Bailey. We are very glad 
to have had your statement. 

Mr. Battry. Thank you. 

Mr. Harris. Are there any questions ? 

Mr. Dies. I would like to ask Mr. Bailey a question. 

Mr. Harris. Mr. Dies. 

Mr. Dres. Is it not a fact that we passed a bill last session granting 
increases to retired Government employees, raising the annuities of all 
Government employees ? 

Mr. Battery. We are not speaking of Government employees. 

Mr. Dres. I know we are not, but-——— 

Mr. Battry. Yes, sir, that is true. 

Mr. Dries. That was on account of the increase in the cost of living. 

Mr. Barry. That is right. 

Mr. Dres. I understand that this has nothing to do with Govern- 
ment employees, but I think there has been that precedent of increas- 
ing the annuities or retirements or whatever it may be, because of the 
increase in the cost of living. 

Mr. Barry. That is true. 

I now would like to make some comments on the question asked 
by the gentleman from Maine, Mr. Hale, of Mr. Herlong, who preceded 
me as a witness. 

I believe that we should approve section 5 of this bill which provides 
for an exemption of that part of the wage earner’s wages that he pays 
into this retirement fund. It is a kind of compulsory social security. 
But I think it goes into a good cause. It is in accordance with 


that 





Mr. Hate. It is a tax. 

Mr. Battery. I am speaking now of exemption of the tax. 

I believe that it should be offered as an inducement for them to have 
membership in this retirement fund and to create annuities in con- 
nection with their retirements, that will keep them off of the dole and 
keep them off the direct relief rolls. I think it is a good gesture. 
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Mr. Dies. Well, going back to what I said: My understanding is 
that everybody who was on retirement, Government employees, had 
their retirement increased without paying anything more into the 
fund. I ama little hazy about that bill, but I know that it has passed 
and I know that some of them got 9 or 10 percent across the board; 
those who were already retired. 

Mr. Batxey. That is true. 

Mr. Dies. There was no requirement whatsoever that they pay any 
additional amount into the fund. 

Mr. Battery. As I recall—and if I am wrong some member of the 
committee can correct me—we increased those to $1,400, I think. 

Mr. Dries. At any rate, they all got substantial increases from the 
fund without paying anything into the fund. Here you propose that 
they pay increases, but coupled with that a provision thatthey must 
contribute to the fund in order to get the increase. 

Mr. Battery. I recall that we did grant those increases. 

Mr. Dries. I think that appears on this. 

Mr. Barrer. Increases to employees who were already retired, who 
were getting retirement payments. 

Mr. Dies. Yes, they got increases. However, I have forgotten, or E 
do not remember whether they were just given percentage increases, 
or we raised the exemptions. But I know that I read a detailed state- 
ment showing the result of the increase and it was a substantial in- 
crease across the board. 

Mr. Harris. Thank you very much, Mr. Bailey. We appreciate 
your views as you have always shown an interest in this subject. We 
are glad to have your statement. 

Mr. Bartzy. Thank you. 


STATEMENT OF HON. JAMES G. POLK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Harris. Mr. Polk, of Ohio, is present. Mr. Polk, we will be 
glad to hear you. 

Mr. Potx. Mr. Chairman and members of the committee, for the 
record, I am Congressman James G. Polk, of the Sixth Ohio District. 
I am appearing cin the committee this morning in behalf of the 
bill, H. R. 9564, which I introduced sometime ago. And may I say 
this is a companion bill to Chairman Harris’ bill, H. R. 9065, and I 
want to appear this morning, strongly urging your committee to fav- 
orably report Mr. Harris’ bill, which is identical with the bill which 
I introduced as H. R. 9564. 

I believe this is an increase that is long overdue and I strongly urge 
the committee to favorably report the bill without amendment. 

Thank you very much. 

Mr. Harris. We thank you very much. 

I will say to our colleague that we very much appreciate your in- 
terest in this program. It is a pleasure for me to know that so many 
of our colleagues are interested in doing something for the retired 
employees of the railroad industry, but yet keeping in mind that this 
fund must be kept on a financially sound basis, because so many 
thousands of our people are depending on it. 

Your bill, I notice, is H. R. 9564. 

Mr. Potx. That is right, Mr. Chairman. 
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Mr. Harris. It will be included in the record of our hearings, show- 

ing your cosponsorship of the bill. 
r. Potx. Thank you very much. 

Mr. Harris. Are dire any questions ? 

Thank you ar much. We are glad to have you here with us this 
morning, Mr. Polk. 

We will hear next from Congressman Friedel, who is a member of 
this committee. 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Frrepex. Mr. Chairman and members of the committee, I had 
the pleasure of appearing before this committee on my bill, H. R. 
3590, on January 24. I believe that H. R. 3590 is a good bill because 
it provides much-needed relief for the thousands of deserving retired 
railroaders and their families. However, during the testimony at 
these hearings it was brought out that the cost factor involved was 
too high, and therefore would have weakened the entire railroad re- 
tirement system. 

Since then, another bill has been introduced by the chairman of this 
subcommittee, H. R. 9065, which also provides relief for the rail- 
roader and his family, and which I believe has a better chance of 
being enacted. Convinced of the merits of this bill, I have introduced 
a companion measure, H. R. 9597. These bills include three main 
proposals which are stated here briefly : 

(1) These bills provide for a much needed increase of 15 percent 
in benefits for thousands of pensioners, widows, and other beneficiaries 
under the Railroad Retirement Act. 

(2) In order to pay for these increased benefits and maintain the 
railroad retirement fund on a sound basis, both of these bills would 
impose an additional 1 percent tax on the railroads and their 
employees. ; 

3) The tax on employees would be immediately offset by exempting 
the employee’s tax from gross wages in the computation of their in- 
come tax. Workers in Nanads and Great Britain presently have 
such an exemption benefit. Under this amendment, most railway em- 
ployees would ultimately be taxed less than they are now under the 
614 percent tax, on the proposed tax of 714 percent under these bills. 

H. R. 9065, the original bill, and the many companion measures 
which have been introduced, including my bill H. R. 9597, are find- 
ing widespread support both in and out of Congress. I hope these 
bills will be favorably considered and reported by this committee and 
passed by the House and Senate promptly and enacted into law. 

Thank you. ; . 

Mr. Harris. Thank you Mr. Friedel. The next witness is our col- 
league, Mr. Bennett of Florida. . 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennett. Mr. Chairman, some time ago I requested an oppor- 
tunity for Mr. J. R. Taylor, grand president of the Grand Association 


of Veteran Railway Employees, Inc., to testify before your subcom- 
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mittee concerning railroad retirement legislation. The subcommittee 
has very kindly granted this request, and Mr. by bie was scheduled to 
appear before you today. Mr. Taylor has now advised me that he will 
be unable to appear, but has asked that I submit to you the report of the 
legislative committee of his organization, the chairman of which is 
Mr. W. B.Gunn. Accordingly, I am happy to present to this subcom- 
mittee the following statements from the report of their legislative 
committee, signed by Mr. W. B. Gunn: 


I have checked the 6th Actuarial Report of the Railroad Retirement Board and 
tind that it is merely a continuation of the 1953 report, and the methods used are 
the same. Therefore, the only thing I find is that the actuarial report and the 
tinancial report do not jibe. 

One thing the hearings before the committee has brought out has been the 
possible authorization of the investment of a part of retirement funds in Govern- 
ment insured mortgages. I think this a good idea. The fund is now drawing 3 
percent, and this could earn up to 4% percent in Government-insured mortgages. 
Therefore, it occurs to me Congress could authorize the investment of up to 33% 
percent of our funds in these mortgages and realize a considerable additional 
sum. I submit this to the consideration of the membership. If the membership 
considers it favorably, then Congressman Bennett could be asked to take action 
in the matter. 


Mr. Taylor’s letter of transmittal is as follows: 


I am forwarding to you a report from our legislative committee, signed by 
Brother W. B. Gunn, chairman, which is self-explanatory. Referring to para- 
graph 2, I concur with the findings of the committee that the actuarial report and 
the financial report of the Railroad Retirement Board does not jibe. The sixth 
actuarial report shows we are operating in the red, while the Railroad Retirement 
Board shows our financial position good, and quoting from their financial report, 
the February 1956 issue of the Monthly Review, volume 17, No. 2, 822 Rush 
Street, Chicago, Ill. : “Balance at end of period : $3,504,586,532.” 

The fund as of July 1, 1954, was $3,353,705,209, when the basic payroll tax was 
increased from $300 to $350 per month, an increase in 19 months of $150,881,323, 
yet the actuarial report shows we are operating at a deficit. This should be looked 
into, as railroad employees are now paying a higher rate of payroll tax for pen- 
sions than any other group in the world. 

Referring to Brother Gunn’s letter, relative to investment of 3314 percent of 
retirement funds in Government-insured mortgages. At our regular meeting on 
March 8, the membership adopted resolutions favoring their recommendation 
that a part of the retirement fund be invested in Governmental mortgages. This 
seems to me a more equitable way of increasing the fund, rather than further in- 
creasing the employee’s payroll tax rate by 1 percent as recommended in the 
RLBA-sponsored bills now in committee. 

We regret that we were unable to arrive at any cost recommendations on H. R. 
3087 due to the confusing information in the sixth actuarial report, and the 
financial report put out by the Railroad Retirement Board. 


I would deeply appreciate serious and careful consideration by this 
subcommittee of these views. 

Mr. Harris. We thank you, Mr. Bennett, and appreciate your bring- 
ing to our attention the views of the Association of Veteran Railway 
Employees. 

The next witness is our colleague from Kentucky, Mr. Perkins. 


STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. There are a number of proposals, including my own, 
before this committee, but H. R. 9065, introduced by the Honorable 
Oren Harris, covers the most pressing needs of this program, and 
I will confine my remarks to the provisions of that bill. 
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The railroad retirement program has been highly successful and, 
after 20 years of operation, we find the railroad retirement account 
has more than $31 billion in the treasury. This represents an in- 
crease of more than a quarter million dollars during the past 12 
months; but the total is no more than is required to keep the program 
on a sound financial basis. 

However, conditions have changed and the increased cost of living 
has been so great that the retired railroad worker often finds himself 
in dire financial straits. It is incumbent on this committee and on 
Congress that the provisions of this act be kept in line with the eco- 
nomic developments of our time. The upward trend of the cost of 
living is at, or near, a stable point, and there is every reason to believe 
that an amendment to provide for this increased cost of living would 
keep the railroad workers’ retirement payments in balance with the 
economy for some years to come. 

The Harris bill proposes a 15 percent increase in retirement pay- 
ments and a similar increase in survivorship payments, except for 
the minimuin and maximum. This is not a flat increase of 15 percent 
but, rather, an increase in the elements of the formula for the com- 
putation of retirement payments that will approximate a 15 percent 
increase in all retirement payments and a similar increase in survivor- 
ship payments, except for those at the minimum and maximum. In 
order to keep the trust fund solvent, the bill further proposes an in- 
crease of 2 percent in the overall contributions to this fund, with an 
additional provision that the employee’s portion of this contribution 
shall not be considered income for income tax purposes. This pro- 
vision will keep the trust fund solvent and, on the basis of past ex- 
perience, build it up for future unexpected demands. 

I urge this committee to report favorably on H. R. 9065 as a neces- 
sary step to bring the railroad workers’ retirement payments into line 
with the current cost of living. 

Mr. Harris. Thank you Mr. Perkins. The next witness is the Hon- 
orable M. G. Burnside of West Virginia. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsinor. Mr. Chairman and members of the committee, I 
want to thank you for extending to me the opportunity of appearing 
before you today to bring to your attention the views of a number of 
my constituents and myself regarding legislation which is now pend- 
ing before this committee to amend the Railroad Retirement Act. 
I understand that more than 50 bills have been introduced to amend 
this act, but many of these bills are quite similar. I am not, of 
course, familiar with each of these measures, and I do not intend to 
discuss each of them separately. I have, however, received during 
this session of Congress a considerable volume of correspondence re- 
garding the Railroad Retirement Act from people associated with and 
affected by the railroad industry throughout my district. 

I want to point out first that I have found a general agreement and 
satisfaction with the amendments to the act contained in H. R. 4744 
which was initiated by this committee and passed by he Congress last 
year. That bill meant much to widows of railroad brothers and cor- 
rected what many people felt was an injustice in the act. I know that 
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the people in my district are appreciative of the interest of this com- 
mittee in their welfare and the whole retirement plan. 

Many people in my district, however, feel that there is a need for 
further amendment to the act. In the volume of correspondence which 
I have received on this subject, there is no unanimity regarding the 
most essential or most beneficial single amendment. A considerable 
number of people, however, have brought to my attention their sup- 
port of legislation which would amned the act so as to permit retire- 
ment at age 60 or after 30 or 35 years of service regardless of age. 
substantial number have also expressed to me their support of a plan 
to compute retirement benefits from the average monthly income dur- 
ing the 5 years in which the workers’ highest income was earned, 

I think there is no doubt but that either of these proposals would 
meet with great approval among railroad workers. The greatest ob- 
jection, of course, to these proposals relates to their cost and the con- 
sequent risk to the security of the retirement fund should they be 
adopted. Many of the people who have written me feel that these 
amendments could be financed without risk to the stability of the fund 
and without increase in present assessments. 

IT am sure that the members of this committee are more acquainted 
with this problem than I. If this legislation cannot be approved with- 
out risking the security of the retirement fund and the interest of the 
millions who have contributed to it, then I am sure that neither the 
proponents of these bills or any Member of Congress would want to 
see them enacted. If, however, we can make these changes with safety, 
I feel that they would represent a real improvement in the act and a 
real contribution to the welfare of all railroad workers. I, therefore, 
urge the committee to give consideration to the argument involving 
the accounting for these suggestions and on the basis of the evidence 
which you have at hand, make a determination as to whether these 
proposals are sound and can be adopted or whether they are fiscally 
improvident. I assure you that I, and I think that the railroad work- 
ers in my district will share in my views, will abide by the decision of 
this committee knowing that you have at heart the welfare of railroad 
workers and the Nation. 

I have received a number of letters and have talked with some work- 
ers and their wives who are interested in an amendment to the act 
which would enable the wives of workers who are governed by both 
railroad retirement and social security to receive a spouse’s annuity 
from each of thees retirement systems. This provision affects, I 
believe, a relatively small number of workers, but those who are 
affected, feel that their contributions to both systems should entitle 
their wives to receive the benefits of both. Many of the men involved 
were forced to give up railroad employment for physical or other 
reasons not within their control. Certainly the logic of this point can- 
not be easily disputed, and the present limitation in the act in this 
respect works as a penalty on individuals in many cases and I strongly 
request this committee to give its most serious consideration to elimi- 
nating the provision preventing the receipt of benefits from both rail- 
road retirement and social security. 

I think that the most popular subject of the correspondence which I 
have received regarding railroad retirement is the proposal to in- 
crease benefits for retired workers and widows. The amount of 
the increase varies with individuals, but I think pretty generally a 15 
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percent increase would be viewed by most as adequate to meet the in- 
creased cost of living and to maintain some measure of security for 
retired people. 

I have introduced a bill, H. R. 9541, to provide a 15-percent increase. 
I am happy to point out that my bill is supported by all of the railroad 
labor associations, and I would like to take this opportunity to sum- 
marize the provisions of this bill. It would, as I stated, provide an 
across-the-board 15-percent increase to beenficiaries of the act. The 
cost of this increase would be met by an increase of 2 percent in contri- 
butions. One percent would be paid by the employee. The additional 
1 percent would be paid by the employer. There is, therefore, no ques- 
tion about the risk to the fund should this increase be approved. 

What I think more important is the fact that despite the 1 percent 
increase in their contributions, these additional benefits would not cost 
the workers anything because my bill exempts from the income tax 
law the employee’s contribution to the railroad retirement fund. In 
view of the fact that the employer has always been able to deduct his 
contributions, I think it eminently fair that railroad workers should 
receive the same consideration, and I see no reason why this great 
improvement should not be added to the act. It will enable us to pro- 
vide a substantial increase to workers and will at the same time cor- 
rect a real inequity in our present tax structure. I, therefore, earn- 
estly request this committee to approve this bill as soon as possible 
so that it may be adopted by the Congress at the earliest possible 
opportunity. 

Mr. Harris. Thank you for your testimony, Mr. Burnside. The 
next witness is our colleague from Pennsylvania, Mr. Rhodes. 


STATEMENT OF HON. GEORGE M. RHODES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Ruopes. Mr. Chairman, members of the committee, I appreci- 
ate the opportunity of appearing in support of H. R. 9065, to provide 
a 15 percent in all annuities under the Railroad Retirement Act. I 
have introduced an identical bill, H. R. 9355. 

The economic squeeze on our retired senior citizens is one of the most 
pressing problems. A recent study of the economic status of the 
aged, conducted by the Twentieth Century Fund, reveals the fact that 
36 percent of the enor 65 years of age or older have no income of 
their own; 11 percent have an annual income of from $1,000 to $2,000; 
only 15 percent have an annual income of over $2,000. Twenty per- 
cent of the people over 65 are on public-assistance rolls. I submit that 
this is a shocking and shameful record of neglect. 

Recent figures from the Railroad Retirement Board for the 1954-55 
period show that the average monthly employee annuity payment was 
for $101; the average monthly pension payment was for $79; wives’ 
annuities averaged only $37 a month; aged widows’ annuities aver- 
aged only $49 a month. Mr. Chairman, these figures represent aver- 
ages; many are much lower. 

A total of 306,600 employee annuities were paid each month dur- 
ing the 1954-55 period; wives’ annuities numbered 106,600 monthly ; 
aged widows’ annuities totaled 138,000 a month. While a relatively 
smal] proportion of total aged population is involved in the proposed 
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increase under the Railroad Retirement Act, the need is nevertheless 
acute. 

Many thousands of persons covered under this Act are among those 
unfortunate 38 percent of our aged citizens having less than $1,000 
in annual income. 

This severe inferiority of income status among the aged has actually 
worsened in recent years, despite the fact that our standard of living 
has been moving upward. For example, during the period 1947-52, 
the share of personal income received by persons 65 years of age and 
over increased by only 1 percent or only about $500,000 of the total 
increase of $15 billion in personal incomes going to all age groups of 
the population. When we consider the inflationary conditions exist- 
ing during this period, which reduced the purchasing power of the 
dollar, aged persons actually lost ground. 

Our aged population is increasing rapidly at a rate of more than 
1,000 persons a day. There are currently about 14 million persons 
aged 65 or over, about 814 percent of our total population. Of this 
number about 84 million are over 70. The number of aged is ex- 
pected to rise even more sharply in the years ahead as medical science 
makes still further progress to prolong life expectancy. 

Other statistics are also pertinent in the consideration of the legis- 
lation before this committee. Older people are not employed as 
widely as in years gone by. In 1920 about 55 percent of all men over 
65 were employed; today only 30 percent are employed. There are 
90 men for every 100 women over age 65 today; about half of all 
women aged 70 are widows, while three out of four men of the same 
age are married. This factor illustrates the need for sound survivor- 
ship provisions, with adequate benefits to meet modern conditions. 

Pensions and annuities have always lagged behind the cost of liv- 
ing and the problem has been trying to catch up. Those living on 
fixed income do not regularly share in increases in our gross national 
product and per capita disposable income. 

Enactment of H. R. 4744 in the last session made important and 
necessary improvements in the law but it was clearly recognized that 
this legislation was not intended to foreclose action to increase bene- 
fits across-the-board as is provided for in H. R. 9065. 

The last significant increase in railroad retirement benefits went 
into effect late in 1951, with the enactment of Public Law 234 of the 
82d Congress. It was a modest increase, considering the inflationary 
spiral caused by the military action in Korea, advances in our eco- 
nomic output, and our rising standard of living. 

What has happened to our economy since 1951? Gross national 
product has risen from $328.2 billion to $387.2 billion in 1955, or 
an increase of $59 billion. Personal consumption expenditures have 
increased by $44 billion. Total national income has risen from $277 
billion to $322 billion, an increase of $45 billion. Wage earners’ in- 
come rose from $175.6 billion to $215.5 billion, an increase of about 
$40 billion. Corporate profits after taxes have increased by $3 bil- 
lion, or about 14 percent over this same time period. Mr. Chairman, 
it would seem to me that these comparisons of recognized measure- 
ments of our economy over the past 4 years clearly warrant more than 
the 15 percent increase in railroad retirement benefits. I feel that 
15 percent is a modest request and would personally argue that an 
even greater increase is justified when all the factors are considered. 
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Of course, all persons on fixed income are vitally concerned with 
the cost of living figures for this same period which really determine 
what can be purchased for the fixed pension or annuity on which they 
must exist. 

An examination of the Consumer Price Index of the Department 
of Labor shows that the index for all items rose from 111.0 in 1951 
to 114.7 in December of 1955. However, this general index alone is 
insufficient to clearly illustrate sharp increases in many of the other 
necessities of life. For example, the housing index increased by more 
than 8 points. The rent index went up to 18 points over this period. 
Cost of medical care, a big item for old folks, jumped by 19 index 
points. Miscellaneous goods and services increased by 11 points. The 
food index dropped by 3 points, while the clothing index went down 
by 2 points, but this was hardly enough to make any significant 
difference. 

Mr. Chairman, I strongly believe that our future economic growth 
and development depends to a considerable extent upon the ability of 
retired individuals to buy an ever-increasing amount of the goods and 
services which are produced by our highly industrialized society. 

The proposed 15 percent increase in railroad retirement pensions 
and annuities is one vital way to implement this objective. The in- 
crease, I feel, can be more than justified solely on moral grounds. Our 
retired senior-partners whose labors have built our Nation into the 
industrial giant of today are entitled to receive a fair share of the 
abundance which has been created. 

By enactment of this legislation we can also strengthen our economy 
at its very foundations by opening up broad areas of demand for basic 
consumer goods, such as food, clothing, better shelter, appliances, 
and other items. 

Mr. Chairman, I sincerely hope that the decision of this committee 
will be overwhelmingly in favor of reporting H. R. 9065 and that it 
may be enacted into law at the present session. 

Now, with your permission I would like to discuss a related matter 
in connection with proposed amendments to the Railroad Retirement 
Act. 

In recent months I have received letters from certain wives of 
retired railroad employees who have, in their lifetime, earned social 
security benefits in their own right. In many instances during the 
past 20 years, wives have found it necessary to find jobs to supplement 
their husband’s income when layoffs, sickness, or other circumstances 
threatened the family’s living standards. 

Under the present law, such wives are not permitted to draw dual 
benefits, that is the full amount of their social security benefits and 
the full amount of the spouse’s benefits paid under the Railroad Re- 
tirement Act. The amount of the social security benefit to which the 
wife is entitled at age 65 is deducted from the amount she receives 
under the spouse’s railroad retirement benefit. 

As you know, the right to draw dual benefits was extended to re- 
tired railroad employees in 1954 and to survivors of such employees 
last year. It seems to me, that in all fairness, the wives of retired 
railroaders are similarly entitled to receive their full share of their 
husband’s railroad retirement benefits as well as any social security 
benefits which they may be entitled to because of employment in cov- 
ered industry in their own right. 
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The present law discriminates against these wives who were re- 
quired to seek employment because of circumstances over which they 
often had no control. I feel that railroad retirement and social secu- 
rity are separate and distinct types of laws. To deprive persons of 
benefits earned through their own labor by a combination of the two 
laws for purposes of limiting total benefits is to me unwarranted and 
unjustified. 

I am informed that legislation is pending before this committee 
which would permit the payment of dual benefits to wives entitled 
to social security benefits. I sincerely hope that the committee may 
see fit to approve such legislation so that these individuals will no 
longer be penalized unnecessarily. 

Thank you for the opportunity of presenting my views to the 
committee. 

Mr. Harris. Thank you, Mr. Rhodes. The next witness is our col- 
league from North Dakota, Mr. Burdick. 


STATEMENT OF HON. USHER L. BURDICK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH DAKOTA 


Mr. Burpickx. Mr. Chairman and members of the committee, a bill, 
introduced by the chairman of the subcommittee, recommends itself 
to me, and having become convinced of the merits of H. R. 9065 intro- 
duced by Congressman Harris, I also introduced a companion meas- 
ure, H, R. 9256. These bills include three main proposals which are 
stated here briefly : 

1. These bills provide for a much needed increase of 15 percent in 
benefits for thousands of pensioners, widows and other beneficiaries 
under the Railroad Retirement Act. 

2. In order to pay for these increased benefits and maintain the 
railroad retirement fund on a sound basis, both of these bills would 
impose an additional 1 percent tax on the railroads and their em- 
ployees. 

3. The tax on employees would be immediately offset by exempting 
the employee’s tax from gross wages in the computation of their in- 
come tax. Workers in Canada and Great Britain presently have 
such an exemption benefit. Under this amendment, most railway 
employees would ultimately be taxed less than they are now under the 
614 percent tax, or the proposed tax of 714 percent under these bills. 

H. R. 9065, the original bill, and the many companion measures 
which have been introduced, including my bill, H. R. 9256, are finding 
widespread support both in and out of Congress. I hope these bills 
will be favorably considered and reported by this committee and 
passed by the House and Senate promptly and enacted into law. 

Mr. Harris. Thank you, Mr. Burdick. The next witness is the 
Honorable Frank Thompson, Jr., of New Jersey. 


STATEMENT OF HON. FRANK THOMPSON, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Tuompson. Mr. Chairman and Members of the committee, I 
have received numerous letters from retired railroad workers and 
members of their families residing in my Congressional District stat- 
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ing their need for increased benefits under the Railroad Retirement 
Act. I have studied H. R. 9065, a bill introduced by the Chairman 
of this Subcommittee, Congressman Oren Harris, and find that it 
contains provisions which would answer the needs of my constituents 
for greater benefits, and, in addition, would provide the ways and 
means to collect additional taxes without imposing a burden upon the 
active railroad workers. I have, therefore, introduced H. R. 9663 
as a companion measure. 

The provisions of these bills would (1) increase the benefits by 15 
percent for thousands of pensioners, widows and other beneficiaries 
under the Railroad Retirement Act; (2) impose an additional 1 per- 
cent tax on both the railroads and railroad employees to provide the 
necessary funds for these increased benefits in order to keep the rail- 
road retirement fund on an actuarily sound basis; and (3) offset the 
increased taxation of employees by making their taxes paid to the rail- 
road retirement fund exempt from Federal income tax. The rail- 
roads at the present time enjoy this exemption. 

This legislation has the support of all the standard railway labor 
organizations. 

I sincerely hope that these bills will be favorably considered and 
reported out by this committee and ultimately passed in both Houses 
of Congress and enacted into law. 

Mr. Harris. We thank you for your testimony, Mr. Thompson. 
The next witness is our colleague from Wisconsin, Mr. Zablocki. 


STATEMENT OF HON. CLEMENT J. ZABLOCKI, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Zasiocki. Mr. Chairman, I am delighted to have the oppor- 
tunity of presenting a statement in support of H. R. 9628, which I 
introduced to provide for an increase in railroad-retirement benefits, 
and on behalf of similar measures introduced by my distinguished 
colleagues. 

The purpose of the legislation before your committee is simple, but 
of vital importance to thousands of retired railroad workers, their 
dependents, and survivors. H. R. 9625 proposes a badly needed 15 

ercent increase in railroad-retirement benefits. This increase would 
» granted to retired pensioners, widows, and other beneficiaries with 
minor exceptions. 

I am certain that it is not necessary for me to review the reasons 
which have prompted the introduction of this legislation. I would 
only like to state that these proposed improvements have the endorse- 
ment of the majority of organizations of railroad employees, and of 
other persons familiar with the benefits presently payable under the 
Railroad Retirement Act. 

At this point I would like to note that H. R. 9628—while increasing 
retirement benefits— would maintain the actuarial soundness of the 
railroad-retirement fund. To pay for the increased benefits and keep 
the railroad-retirement fund in sound financial condition, the bill 
would raise the additional funds in the amount of 2 percent of covered 
payrolls. Both the employee and the employer will pay an additional 
1 percent, making their contributions 714 percent on the first $350 of 
monthly wages instead of 614 percent. 
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The increased tax on railroad workers would be immediately offset 
under another provision of this legislation which exempts the em- 
ployees’ contributions from gross wages in the computation of their 
income tax. ‘This exemption is considered fair and equitable since 
the employers already receive credit on their corporate taxes for the 
amounts paid into the retirement fund. 

Mr. Chairman, it is my hope that your committee will take prompt 
and favorable action on the legislation before you. Your approval 
of the proposal will be sincerely appreciated by the thousands of rail- 
road workers and their families. 

Mr. Harris. Thank you, Mr. Zablocki. 

The next witness will be Col. Raymond J. Kelly, who is Chairman 
of the Railroad Retirement Board. 

We also have other members of the Board present. We have Mr. 
Horace W. Harper and Mr. Thomas M. Healy, members of the Board 
here. 

I assume, Colonel, in view of the report that I have received over 
the weekend, the three of you will probably have statements to make. 


STATEMENT OF RAYMOND J. KELLY, CHAIRMAN OF THE RAILROAD 
RETIREMENT BOARD 


Mr. Ketxy. That is correct, sir. 

Mr. Harris. Very well, you may proceed. 

Mr. Ketiy. Mr. Chairman and gentlemen—— 

Mr. Harris. Colonel Kelly, I fully realize you obviously have a dif- 
ficult assignment this morning if you are going to report the views of 


the Board on all of the bills that are pending before this committee. 

I would not personally, and I am sure the other members of the 
committee would not expect you to take the time to comment on all 
of the bills because I assume now that there are about 120 or 130 bills 
pending before the committee. I fully realize that many of them are 
similar. I know that we have here on this bill, H. R. 9065, some 69 
cosponsors and on other bills there are many cosponsors. But there 
are a number of other bills, of course, that your Board has reported 
on, and I have already included those reports in the record. 

But we would like to have you report on any major items which 
this committee has to consider. 

Mr. Ketriy. Mr. Chairman and gentlemen, I have an 11-page state- 
ment together with a list of all of the bills which have been introduced 
in the 84th Congress to amend the Railroad Retirement Act, and which 
have been referred to us for reports. 

Now copies of this list have been distributed to the members of this 
committee and, unless the committee wishes otherwise, I will try to 
summarize briefly the statements in a very few sentences. 

Mr. Harris. Very well. We would be glad to have you do that. 
I notice that you have with your statement a summary of the provi- 
sions of all the railroad-retirement bills pending before the commit- 
tee. Without objection, it will be included in the record with your 
statement, and all of your statement may be included in the record. 
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(The statements referred to are as follows :) 


STATEMENT OF RAYMOND J. Ketty, CHAIRMAN OF THE RAILROAD RETIREMENT 
BoarRD, ON RAILROAD RETIREMENT LEGISLATION PENDING BEFORE THE COMMITt- 
TEE ON INTERSTATE AND FOREIGN COMMERCE 


Mr. Chairman and gentlemen of the committee, my name is Raymond J. Kelly ; 
I am Chairman of the Railroad Retirement Board. 

I appear here to present the views of the Railroad Retirement Board on bills 
to amend the Railroad Retirement Act introduced in the 84th Congress, and 
now pending before this committee. I am excluding from this present statement 
H. R. 9065, 9066, 9068, and identical bills. On these, the three members of the 
Board have differing views which will be presented separately. On 1 or 2 
other bills, the Board has not yet had an opportunity to act. I have with mea 
list of all bills, which shows also the dates on which the Board filed a report 
on each where reports had been filed when the list was prepared. Copies of this 
list have been distributed to the committee. You will note that some of the cost 
figures given are based on the sixth actuarial valuation and some on the fifth. 
The sixth actuarial valuation has been completed only very recently and there 
has not been time to recalculate costs on all of these bills on the basis of that 
valuation. We have done the best we could and supplied new estimates so far 
as possible. The effect of the sixth valuation would be generally to increase the 
costs which were estimated according to the fifth valuation to a relatively small 
degree. 

I shall not take time this morning to discuss any individual bill specifically. 
The members of the Board and members of the staff who are present will be very 
glad to answer any questions that you may have about any of these bills. My 
presentation this morning is very similar to the one I made before your commit- 
tee on June 2, 1954, when a similar large group of bills was under consideration. 

I should like to make some general observations and then to discuss certain 
major proposals which together will cover most of the important items of all 
the bills. 

My first general comment is that it has been the general policy of the Board not 
to approve any bill which incurs additional cost without providing additional 
revenue to offset this cost. In isolated instances where the Board has departed 
from this policy, it has only been because the Board believed that the financial 
soundness of the system would not be endangered and because there were other 
overriding reasons for approval. 

My next general comment relates to the financing of the railroad-retirement 
system. The financing of this system is on a level tax rate basis. Under such a 
method, tax income is larger than the benefit disbursement during the early years 
of operation. The excess is accumulated in a reserve fund which permits the 
retention of the level tax rate even after disbursements begin to exceed the tax 
income. The excess of outgo over tax income is then made up by the interest 
earned on the reserve. Such would be the situation if the level tax rate were 
sufficient to finance the system indefinitely on a reserve basis. However, when 
the level tax rate is smaller than what the system actually requires, the growth 
of the reserve is impaired and a point is reached when the then current tax in- 
come plus the interest on the reserves becomes smaller than expenditures. From 
that point on, the reserve begins to decline until it is totally exhausted, pro- 
vided, of course, that no remedial action is taken before then. 

The railroad-retirement system has already reached a point where benefit dis- 
bursements are very close to the tax income. In the very near future, benefit 
disbursements are expected to begin to exceed the tax income at the present 
combined rate of 124% percent of taxable payroll. However, it will still take a 
number of years before the interest on the reserves will become less than the ex- 
cess of outgo over the tax income. Because of this, and also because of expected 
short-term gains from the financial interchange, the railroad-retirement account 
will continue to grow for a number of years. This growth will be only tem- 
porary because, according to the sixth actuarial valuation recently completed, 
the railroad-retirement system is under present law operating at an actuarial 
deficiency of 1.63 percent of payroll. This deficiency has been determined after 
considering the effect of the balance now in the account and after allowing for 
the expected gains from the financial interchange with the social-security system. 

In view of the rather substantial excess of level costs over the existing tax 
rate, the Board does not approve further additions to benefits without pro- 
vision for additional revenues to finance them. If any of the various proposals 
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in the bills we are considering, which are generally so extensive in their nature as 
to add very materially to the cost, were adopted, the reserve would begin to 
decline at a vastly accelerated rate. For example, one of the bills would cost 
about $235 million a year or 4.7 percent of the taxable payroll of both employers 
and employees. This would result in a situation where the balance in the rail- 
road-retirement account would begin to decrease almost immediately. When the 
account becomes totally exhausted, it would become necessary either to make a 
very substantial increase in tax rates or a very substantial reduction in benefits 
or find some other source of income. The Congress and the Board and the rail- 
road industry, as represented by railroad management and railroad labor, have 
consistently agreed that the tax rate should be an actuarially sufficient level rate 
which would not require increases in the future. 

The enactment of any of the bills now pending before your committee would 
necessitate larger increases in the tax rates and at an earlier date. The retire- 
ment account at the present time has a balance of over $3.5 billion. In the light 
of what I have said, however, it is obvious that it is much less than what the 
system should now have in order to enable it to operate at a 12.5 percent tax 
rate indefinitely. The balance in the account can, therefore, not be looked upon 
as a surplus to be used for additional benefits. 

Analysis of the various bills shows that the major proposals fall into several 
well-defined categories. To simplify the discussion, I shall present the principal 
categories and discuss each of them. To some extent there is overlapping be- 
tween them. That is, some bills contain proposals which fall in two or more 
of the categories. However, my discussion will cover the major points in all 
of the bills. The four main categories of bills are: 

1. Those which provide for an earlier date of eligibility for retirement. 
For example, some of them provide for retirement at age 60 with 30 years 
of service, some with 35 years of service regardless of age, and so on. Some 
of the bills in this group combine with such provisions a provision for an 
additional minimum, such as 50 percent of the average monthly compensa- 
tion during the 5 years of highest earnings. 

2. Those which would remove some or all of the remaining restrictions 
on dual benefits. One group would permit wives to receive full annuities 
under the Railroad Retirement Act without regard to any social-security 
benefits which they may be receiving at the same time. 

The second group would permit simultaneous receipt of survivor benefits 
under both the Railroad Retirement Act and the Social Security Act on the 
basis of the same individual’s earnings, even dual survivorship annuities 
under the Railroad Retirement Act on the basis of more than one wage 
record. 

3. Those which provide flat increases in benefits. 

4. Two bills which would remove the “last person” clause of the Rail- 
road Retirement Act. 

I shall take these categories up in order. 

1. At numerous times over the years proposals have been made to Congress 
to reduce the age of eligibility for a full retirement annuity, such as to age 60 
with 30 years of service. The objections of the Board to all such proposals are 
based upon the same considerations. First, they would be very expensive. For 
example, an amendment which would permit retirement at age 60 upon comple- 
tion of 30 years of service or upon 35 years of service regardless of age, coupled 
with a provision for a different method of computing earnings for prior service 
would cost about $115 million a year. Consequently, it is essential to ask our- 
selves, Is this amendment desirable? Is there any reason why we should permit 
full retirement at age 60, after 30 years of service, or even earlier after 35 years’ 
service when the employee is able bodied and capable of further service? The 
law now permits full retirement at any age of a regular employee who has only 
20 years of service, or at age 60 if he has 10 years of service, if he is disabled 
and cannot work in his regular occupation. Again, the law permits a man to 
retire on a full annuity at any age if he has only 10 years of service, if he is totally 
and permanently disabled for all regular employment. With all this existing 
protection for the man who is no longer able to work, such an amendment would 
it seems, serve no useful purpose at least insofar as the railroad-retirement 
system, a social-insurance system, is concerned. Under this type of proposal a 
man could leave the railroad industry with full benefits at a relatively young age 
and then go out and get another job. If that job is under social-security cover- 
age, as would usually be the case, he could then build up credits for a social- 
security benefit under the new start provisions. It is the purpose of the rail- 
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road-retirement system or any other social-insurance system to provide partial 
replacement of lost income resulting from such economic hazards as old age or 
disability. 

There appears to be no good reason to encourage the comparatively young 
railroad workers to leave the railroad industry before they are ready to retire 
from all work. Certainly if such a proposal were adopted it would operate 
unfairly and work a serious hardship on the employees who remain in the 
industry until what is generally considered the normal retirement age or later. 
Such employees would be paying taxes for a longer period, would receive bene- 
fits for a correspondingly shorter period, and would thus be subsidizing the 
benefits of the employees taking advantage of the proposal. The enactment 
of such a proposal would impose a wholly unfair burden on the rank and file 
of the workers in the railroad industry and on the railroad industry itself. 

Let me illustrate what I have just said by an example. Assume 2 men, both 
60 years of age with 30 years of railroad service and with steady earnings 
of $300; assume further that both live out their normal life expectancy, and 
that both are in good health so as to be able to continue to work. The first one, 
whom I shall call A, retires now at age 60 on an annuity of $165.60 a month. 
The second one, whom I shall call B, will retire 5 years from now at age 65 on 
the same annuity. During the 5 years after the retirement of A, and before 
the retirement of B, A will receive in benefits $9,936. During the same 5 years 
B will receive no benefit but will pay additional taxes of $1,125. Actually, 
if the proposals were adopted, taxes would have to be increased, and a person 
like B would have to pay even more. The gross amount by which B suffers as 
compared with A is $11,061, and none of this includes interest. A at 60 may 
get a job under social-security coverage and build up credits toward social- 
security benefits at 65 when he retires. The monthly benefit may be as much 
as $108.50, exclusive of the wife’s benefit. This social-security benefit would 
not reduce the railroad-retirement annuity. Thus B and others like him would 
have to pay extra taxes to subsidize additional benefits for A and men like him 
who get out more from the railroad-retirement system and, in addition, manage 
to get a very substantial social-security benefit besides. 

Now if A were permanently disabled, either totally or only for his own occu- 
pation, we all agree that he should not have to wait until age 65 to get his an- 
nuity. The present act provides that he can get his full annuity at age 60; in 
fact, he could have gotten it much earlier if he had then been disabled. The 
Board sees no reason why a man under 65 who is in good health and able to 
work should be allowed to draw benefits at the expense of others who continue 
to work longer in the railroad industry. In this connection, it may be well to 
state that the average age of retirement for age annuitants is between 67 and 
68, indicating that most employees do not wish to retire even at age 65. 

If A wishes to retire at 60 after 30 years of railroad service, he may do so 
under the present act. However, the act provides that his annuity shall be 
reduced one one-hundred-and-eightieth for each month he is under age 65 at 
the time he retires; in the case of A this would amount to one-third of his an- 
nuity. This approximately equalizes the worth of the annuities which A and 
B would receive if A retires at age 60 and B at age 65. 

In this iliustration I have discussed only the proposal for retirement at age 
60 after 30 years of service. Some of the bills under consideration propose, 
in addition, other extensive liberalizations. One of those would cost well over 
$200 million a year, which would add about 4 percent of payroll to the com- 
bined tax of employers and employees. 

2. This category includes bills which propose to remove the existing restric- 
tion which prevents the wife of a railroad-retirement annuitant from receiving 
her full railroad-retirement wife’s annuity without reduction because of a so- 
cial-security old-age benefit in her own right. 

A similar restriction with regard to widows’ annuities was removed by Con- 
gress last year. However, the same considerations which prompted the Con- 
gress to remove these restrictions on widows’ annuities do not apply in the case 
of a wife. In order for a wife to receive an annuity, the husband must also be 
in receipt of an annuity and, therefore, there is a substantial retirement income 
to the couple. In the case of an aged widow, however, there is no other mem- 
ber of the family on whose benefit she can depend. We believe, therefore, that 
the provision preventing the payment to the same dependent (that is, a wife) 
of two full benefits under separate acts should be retained. I might add that a 
proposal like this would involve a cost of approximately $9 million a year to 
the railroad retirement account. 
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The bills which would permit dual survivor benefits strike at the very heart 
of the principle of coordination between the railroad retirement and social 
security survivor benefit systems. The present law already recognizes credits 
earned under both systems whenever a survivor benefit is paid under either act. 
Therefore, there is no need to add any more benefits in this area. 

3. This category of bills includes those which provide for a flat percentage 
increase in benefits. The percentage increases vary from 10 percent for some 
types of benefits to 25 percent for all benefits. The cost of these bills would 
vary depending on the types of benefits included. The table which you have 
shows that the cost will range from $17 million to $200 million a year on a level 
basis. The lowest cost would be 0.32 and the highest 3.76 percent of payroll. 

The cost argument is the principal argument against such proposals. No one 
objects to increasing benefits as much as possible within the limits of available 
funds. However, as I have stated previously and the Board has stated many 
times, there are no available additional funds at present. 

4. The fourth group includes bills to remove the “last person” clause from the 
Railroad Retirement Act. In our report on the bills which would remove this 
clause, we said among other things the following: 

“* * * the amendment proposed by the bill would restore the provisions as 
they were in effect in the Railroad Retirement Act of 1935, insofar as working 
for a person other than an employer is concerned. During the hearings in 1937 
on the bill to amend the Railroad Retirement Act of 1935, it was stated by a 
witness for the Association of American Railroads and the standard railway 
labor unions that the provisions in the 1935 act in this respect discriminated 
against career railroad workers who stayed in the railroad industry all their 
lives, and favored those railroad workers who left the railroad industry before 
retirement age and engaged in other employment * * *. The latter, upon at- 
taining age 65, could receive their annuities under the Railroad Retirement Act 
in addition to their salaries for services for a nonemployer, while the career 
workers, upon attaining retirement age, had only the annuities to rely upon. 
The purpose of the provisions, which the bill would eliminate, was to avoid the 
discrimination above referred to. Congess then apparently accepted the views 
in support of these provisions and has continued them in effect ever since al- 
though amending the act in other respects on many occasions.” 

We estimate that the additional cost of such an amendment would be $8.5 
million per year or .16 percent of payroll. 

In summary, the Board opposes all of the bills to which this discussion re- 
lates (excluding, as I have pointed out, H. R. 9065, 9066, 9068 and identical 
bills) first on the general principle that none of them provides the additional 
revenue necessary to pay the cost and, second, because of the various other ob- 
jections which I have enumerated. 
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Mr. Ketiy. Now, all of these bills, Mr. Chairman, with the exception 
of H. R. 9065, H. R. 9066, and H. R. 9068, and other identical bills, 
provide increases in benefits of one kind or another without providing 
additional revenue necessary to pay the cost of the increases. 

For this reason, and other objections to the bills which are enu- 
merated in the statement, the Board is opposed to those bills. 

While many of these bills have meritorious proposals, it has been 
the general policy of the Board not to approve any bill which incurs 
additional costs, without providing sufficient revenue to offset those 
costs. 

In isolated instances in which the Board has departed from this 
policy, it has only been because the Board believed that the financial 
soundness of the system would not be endangered and because there 
were other overriding reasons for approval. 

Now, with respect to H. R. 9065, H. R. 9066, and 9068 and other 
identical bills, which provide their own methods of financing, the 
members of the Board have differing views. 

Each of us, as the Chairman has stated, has submitted his own 
individual report on these bills, and I believe you have said that you 
had included them in the record. 

Mr. Harris. Yes, sir. 

Mr. Ketry. If that had not been true I was going to ask to have them 
included at this time. But if they are already included that is not 
necessary. 

Mr. Harris. Yes. They are included in the record also. 

Mr. Ketiy. Now, the members of the Board 

Mr. Keiiy. And also then, of course, our general statement. The 
statement that I am making is in reference to that, I will submit it at 
this point. 

Mr. Harris. Yes, we have that. 

Mr. Ketry. I just wanted to be sure that they are all included. 

I might say in conclusion, then, so far as my statement is concerned, 
that all three members of the Board and members of our staff who are 
familiar with all of the technical problems involved in these various 
bills will be glad to answer any questions that any member of the com- 
mittee may have about any of these bills at this time. 

Mr. Harris. Well, now, first let me ask you if you, as chairman of the 
Board, approve H. R. 9065 and similar bills ? 

Mr. Kextiy. With the exception of section 5. Section 5 1 make no 
comment on, because it does not affect our fund. It may be objection- 
able to other departments of the Government, but so far as our Board 
is concerned, it does not affect the Railroad Retirement Fund in any 
way, and for that reason I make no statement on it. 

Mr. Harrrs. I understand you to mean by that that you are not 
opposing it? 

Mr. Kexuy. I am not opposing it. Iam not approving it. It isa 
matter for other agencies of the Government. 

Mr. Harris. Well, it is an mportant section of the bill, as you can 
understand. 

Now, suppose section 5 were to be deleted, what would be your posi- 
tion or the position of the Board on the bill? 

Mr. Ketry. I would be for it in its entirety, if section 5 were deleted. 
I am not opposing section 5 for the reason it does not affect the Board 
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itself. It does not affect our funds, you see. Section 5 provides for 
a remission of income taxes. 

Mr. Harris. I see. Are there any questions / 

Mr. O’Hara. Mr. Chairman. 

Mr. Harris. Mr. O'Hara. 

Mr. O’Hara. I understand, Colonel Kelly, that you do approve 
H. R. 9065 and companion bills, or similar bills, with the exception 
that you make no comments with reference to section 5. 

Mr. Ketxy. That is correct, Mr. O'Hara. 

Mr. O’Hara. And that you feel that the income provided for, the 
taxes provided for, in H. R. 9065 is sufficient. In other words, that 
it will be self-supporting insofar as the tax situation is concerned / 

Mr. Kenxy. Practically so, Mr. O’Hara. It will be self-supporting. 
In my formal statement I stated that it would furnish nearly all of 
the necessary revenue to provide for the increased benefits. 

Mr. Dotiiver. What page is that on? 

Mr. Ketiy. That is on page 5 of my separate report on the bill. 
That is February 28, 1956. 

Mr. O'Hara. Well, have we arrived at a time when a piece of legis- 
lation is concerned, when the millennium is here ? 

Mr. Keiiy. Well, I would not want to express any opinion on the 
arrival of the millennium as yet, Mr. O’Hara. 

Mr. O'Hara. Thank you. 

Mr. Harris. Mr. Dolliver. 

Mr. Dottiver. I want to make inquiry with respect to section 5. 

Have your statisticians made any analysis as to the effect of that ex- 
emption upon the tax income / 

Mr. Kerry. Yes. 

Mr. Dornsiver. How much of that 1 percent increase would be ¢. 
celed out by these tax exemptions / 

Mr. Keixiy. I am no authority on that. I think that our technical 
staff may have made an analysis to that effect. I am not sure. 

Mr. Dottiver. Maybe there is somebody else in the room prepared 
to answer that question. 

Mr. Key. I think that Mr. Matscheck might answer that. 


STATEMENT OF WALTER MATSCHECK, DIRECTOR OF RESEARCH, 
RAILROAD RETIREMENT BOARD 


Mr. Marscureck. Mr. Chairman 

Mr. Harris. Will you identify yourself for the record ? 

Mr. Marscueck. Walter Matscheck, Director of Research, Railroad 
Retirement Board. 

That question, Mr. Dolliver, is a very difficult one to answer, because 
the amount of tax remissions are dependent not only on the earnings 
that the railroad man gets from the railroad but his total earnings. It 
also depends on a number of exemptions he has, because of the size of 
his family. 

However, the general statement could be made that in the majority 
of cases—assuming that in a majority of cases the railroad man’s 
earnings from his railroad are his total income, then in a vast majority 
of cases the effective amount of taxes that the man would pay, consider- 
ing the 1 percent increase and the deductions from his gross income, 
would reduce his taxes to something under 6 percent. 
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Mr. Dotiiver. Thank you very much. That is all I wanted to know. 
Mr. Harris. Are there any further questions? 

If not, we thank you very much, Colonel Kelly. 

Mr. Ketiy. Thank you, Mr. Chairman. 


STATEMENT OF HORACE W. HARPER, MEMBER OF THE RAILROAD 
RETIREMENT BOARD 


Mr. Harper. Mr. Chairman and gentlemen of the committee, my 
name is Horace W. Harper. I am the employees’ representative on 
the Railroad Retirement Board. I have nat prepared a statement for 
insertion into the record. 

Iam for the bill. I am for its purposes and all of its details. I sub- 
scribe to and adopt as my own the pleadings which the employee rep- 
resentatives will make in behalf of the bill. 

Mr. Harris. May we have a little better order. It is very difficult 
to understand the witness. I think this is very important. 

Mr. Harper. I do want to comment briefly upon the various phases 
of the bill. 

The bill has three major provisions: to provide increases in bene- 
fits ; to increase taxes 1 percent both upon the employer and on the em- 
ployee; and to exclude from the computation of income taxes the 
employee’s railroad retirement taxes. 

As the Chairman of the Board has said to you, the three members 
of the Board have wholly divergent views with respect to the bill. The 
Chairman agrees with me, if I understood him correctly, that the 
benefits should be provided. He disagrees or at least has no position or 
takes no position with respect to the remission of income taxes. 

The railroad member of the Board on the other hand seems opposed 
to the bill but bases his objections principally, insofar as his report 
shows, upon the contention and belief that it would place our financial 
system further out of balance. 

I want to address myself briefly to that phase. I have testified here 
on more than one occasion about what a tragic thing it would be to 
bankrupt our fund, so that when retirement came for railroad work- 
ers there would be no fund there to pay off. . 

And, as the Chairman of the Board has said to you, the Board in its 
examination of every bill gives primary consideration to provision 
made for additional revenue to meet additional expenses. 

I think this bill meets that consideration. 

It is true that the additional cost is estimated to be 2.30 percent 
of payroll, but that figure includes an item of 0.33 for accelerated re- 
tirement rate. It is the judgment of the research department that a 
greater number of employees will retire for higher benefits than would 
retire at present benefits. 

I am wholly in disagreement with the findings of our research de- 
partment in that respect. 1 

I hope nobody gains the impression that I am quarreling with our 
venient @epairtaienit, because I am not; but in that connection, I want 


to point out that that 0.33 is not the result of some mathematical 
computation. 

They did not arrive at that figure, 0.33 percent of taxable payroll, 
with a slide rule and a T square. It admittedly is not the result of a 
mathematical computation. It represents instead an arbitrary as- 
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sumption that a greater number of employees will retire because of the 
increased benefits and that the accelerated rate of retirement will cost 
our fund 0.33 percent of payroll. 

Now, it is interesting in that connection to consider that the pro- 
posed increased costs will fall largely upon the annuitant, the pen- 
sioner himself and his spouse, to a much lesser degree. 

The table which is shown in the Chairman’s report shows that it is 
estimated that the increase will be 1.65. 

It is interesting to note that 1.65 is the estimated cost of increased 
benefits to pensioners. ‘Then this 0.33, which happens to be exactly 
one-fifth or 20 percent of that estimated cost of 1.65, definitely and 
clearly implies that there will be a 20 percent increase in that cost by 
reason of accelerated retirement. 

Gentlemen, as a railroad man, a man who has railroaded all his 
life, and I pretend and profess to know railroad people, to know how 
they think—I have had 6 years’ experience on the Board—I know 
something about the attitude of railroad people toward retirement. 
[ know that the average age for retirement now is about 68 years. 
L know that railroad people attain their highest level of employment 
in later years. 

To illustrate, a fireman goes to work on the extra board. Then he 
gets a night engine, a night yard engine. Then he gets on the extra 
board in freight service. He eventually gets to have a regular job 
in freight service. He goes from there to a regular job in passenger 
service. These ultimate things are only attained after many, many 
years of service, and they are only reached when men have become 
old. That is, relatively old. So, some man, who, after many years 
of service, has a job as a passenger firemen or as a passenger engineer, 
is loath, he is very loath, to give up his railroad job which pays him, 
shall I say, rather handsomely, to accept an annuity of $125 or $135 
per month. That just does not add up in my book. It does not 
square with the records of the Board. 

I am just as confident as can be that whatever acceleration in retire- 
ment is brought about by increased benefits will be so infinitesimal, 
that you would have to use 6 or 7 naughts to the right of the decimal 
point in order to bring it down to a calculable sum. I am offering that 
not as an expert in actuarial science; I am just talking about an 
arbitrary assumption that has been made, and it is admittedly an 
arbitrary assumption, an educated guess, if you please. Someone is 
going to suspect, maybe, that mine is an uneducated guess, which might 
be al right. But, even so, I think that that 0.33 cost is not warranted 
by the facts, and except for that 0.33 item, the cost would be reduced 
from 2.30 to 1.97, and would be well within the 2-percent increase in 
revenue which we will pick up by reason of the additional taxes pro- 
posed by this bill. 

So instead of increasing the deficit as might appear from that as- 
sumption, if my uneducated guess is good, then instead of increasin 
the deficit, it wil actually operate to result to reduce the deficit. I think 
that my reasoning is sound because I know railroad people, I know 
from my experience on the Board how reluctant they are to retire. We 
have an awful time getting these old fellows to retire at all. As I said 
before, when they have reached the upper levels of their employment, 
where they have the best in the wages, the best in hours, the best in 
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places of employment, and so forth, they want to stay on then, and they 
want to enjoy it even in old age. 

So, on the basis of this thinking, our bill, or the bill under consider- 
ation, is fully financed by the provision to increase costs on both the 
employee and employer 1 percent. 

Now, as to the tax relief, the income tax remission: The two issues 
in my judgment are inextricably joined. I cannot go for one without 
the other. I certainly cannot go for a 2 percent increase in our costs 
without any additional revenues. I hesitate, seriously, to put that 
additional 2 percent, one percent on the employee, without this tax 
remission. Let us see about what will happen. 

It is quite possible, and probable, in fact, that if railroad men are 
granted this tax remission, social security will come along and say, 
“Me, too.” Civil-service retirement will perhaps come along and say 
“Me, too.” There is nothing unusual about that, gentlemen. The rail- 
road men have been the vanguard in social advances. We have led the 
parade in all the years during which these social advances have been 
made. We have been the bellweathers, we have been the explorers, 
getting out in front. If these other people come along and say to 
Congress, or say to me, that they are entitled to the same relief, I 
would say, with respect to them, just as I say with respect to railroad 
men, it is fair, it is reasonable, and it provides a measure of tax relief 
that goes to the people who work with their hands for wages. I cannot 
see anything wrong at all in that type of tax relief for railroad 
workers, and, equally, for the other groups of employees if they follow, 
which undoubtedly they will. 

Then, too, the railroads, and I hope my railroad friends here do not 
think I am just being mean about it, the railroads themselves, enjoy 
that very type of tax relief. The money that they pay into retirement 
taxes is charged up as an operating cost and is a deductible item in 
their corporation tax. Unless I am incorrectly informed, railroads 
pay 52 percent corporation taxes at the present time, which means that 
they are only out-of-pocket 48 cents out of each dollar which they pay 
into railroad retirement taxes. I do not object to that. None of us 
object to that. It has been that way, and they have enjoyed that tax 
situation all of these years. 

To put it in simple terms, for every $6.25 that they pay into our 
fund in retirement taxes, they recover about $3.15, or in that neigh- 
borhood, by remission of corporate taxes. 

Only about. 2 or 3 years ago, stockholders complained that the 
corporations in which they had their money invested were taxed, and 
then after taxes, dividends were paid and then the stockholders were 
again taxed on those dividends. I am not sufficiently familiar with 
the law, but I am informed, and I think correetly informed, that some 
relief was afforded to stockholders on the theory, and on the basis, 
that it is double taxation, a tax upon a tax, which is repugnant in 
essence. Moreover, as one of the Members of Congress said here this 
morning, England and Canada had this same issue, and they found 
it undesirable and eliminated the tax upon the payments which citi- 
zens of those countries pay into their social welfare programs. 

Some of these days we are going to have to do things which, on 
their face, seem just a little bit out in front. But except for the fact 
that railroad men are disposed to get out in front in cases of this kind, 
and zealously, intelligently and actively advocate these things, we 
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would perhaps be further back in the book than we are now. SoI am 
for this bill as is. I could not be for the bill except for section 5. 

I think, Mr. Chairman, that is about all I have to say. I want to 
repeat again that I adopt as my own the arguments which will be 
made by Mr. Schoene in behalf of the employees 

Thank you very much. 

Mr. Harris. Thank you very much, Mr. Harper. 

The Sixth Actuarial Report has been made, and I think I saw a copy 
of ita few daysago. Has it been printed yet ? 

Mr. Harper. No, sir, but it has been distributed in mimeographed 
form. 

Mr. Harris. With the asumptions which always go with those re- 
ports, it is alleged that there is a deficit in the fund, is that correct ? 

Mr. Harper. “Yes, 1.63. 

Mr. Harris. How much ? 

Mr. Harper. 1.63. 

Mr. Harris. ‘That is as of today / 

Mr. Harper. Yes, sir. 

Mr. Harris. Do you know of any discrepancies that some few 
might feel exist in that alleged deficit ? 

Mr. Harper. No, sir, I do not. And let me say here that I have 
implicit confidence in our research and actuarial department. What 
I had to say a while ago was with respect to an assumption, and it 
was not with respect to the work of our actuaries. No valuation is 
any better than the assumptions upon which it is based. In times 
like these, it is difficult to make assumptions that will hold exactly 
true to pattern. 


I have in mind this: The nonoperating oo s on the railroads 


have achieved an increase of $1.40 in basic hourly rates since July 1, 
1937. When our actuaries made their estimates in 1937, 1938, and 
1939, they could not foresee World War II, for one thing. ‘They 
could not foresee the Korean situation. They could not see the infla- 
tion that we have now. As a result of that, there have been some 
changes made from time to time. 

You will recall that in 1948, we gave an increase of 20 percent across 
the board in benefits, despite a valuation report which had been made 
earlier, which weighed against that. But the changes in the situa- 
tion are not the fault of the actuary. The actuary could not foresee 
those things. It was not a miscalculation, it was not an error on his 
part. It was developing circumstances which changed the picture. 

Except as to that, I do not see anything wrong in the premises and 
the assumptions used in the making of our report. 

Mr. Harris. I have great confidence in your research division, too, 
Mr. Harper, but I was going to refer to the fact that a few years ago, 
we had a proposal to increase annuities and pensions by 20 percent. 
The actuaries cautioned against it, and said it would put the fund in 
a very bad condition. But, nevertheless, we did increase the annuities 
at that time by the 20 percent, and, actually, the fund increased all 
along. 

I agree with you that it is a question of whether you hit or miss 
on the assumption. It is also true that the research group and the 
actuaries are extremely cautious; is it not? 
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Mr. Harper. An actuary is like a parachute jumper. He just makes 
one mistake. If an actuary makes a mistake which costs some insur- 
ance company $1 million or $2 million, he is through as an actuary. 
So in that sense, they are like parachute jumpers, they never make but 
one mistake. 

In order to avoid that, I, myself, believe that they are ultraconserva- 
tive. 

Mr. Harrts. Thank you very much. 

Mr. Williams? 

Mr. Witu1aMs. Mr. Harper, in closing your statement just now, you 
made a remark to the effect that because of the additional obligations 
that will be placed on your board by the enactment of this legislation, 
you would be compelled to oppose the legislation if section 5 were not 
in there. Would you mind clarifying that just a bit? 

Mr. Harper. It is because presently social security taxes are at 
a level of 4 percent of taxable payroll. Eventually, that will go to 
8 percent. But so long as it remains at 4 percent, odious comparisons 
are made between the social security and the railroad retirement sys- 
tem, the statement being that social security employees only pay 4 
percent whereas we pay 6.25 percent of taxable payroll. That is not 
a fair statement, because we have reached, unless we have additional 
legislation, the top of our tax scale, whereas social security is still at 
the bottom. But because of that and because of the lack of under- 
standing, shall I say, out in the hustings as to the difference between 
the benefits provided by our system and social security. I would hesi- 
tate to increase our taxes at this particular time. 

Mr. Wiitiams. Then the additional obligations you referred to 
might be attributed to the misunderstanding of the program by the 
people back home? 

Mr. Harper. J think that is true, yes, sir. 

Mr. WitutAMs. They are not actually additional obligations on the 
Board insofar as the payment of increased annuities are concerned ? 

Mr. Harper. I do not believe I got that question, Mr. Williams. 

Mr. Witr1aMs. You predicated your position on the basis of the 
additional obligations that would be put on the Board by this legis- 
lation, and said that you would oppose it if section 5 were removed. 
So far as I can tell, the obligations of the Board would be the same 
with or without section 5, except perhaps for these extraneous obliga- 
tions that you just mentioned with respect to explaining the system 
to the annuitants back home. 

Is that the obligation that you refer to? 

Mr. Harper. No. The obligations of the Board, of course, would 
be increased 15 percent. 

Mr. WiutaMs. Yes. 

Mr. Harper. And, without the corresponding increase in taxes, 
that would throw our fund out of balance. 

Mr. Wiiu1aMs. That is true, but section 5 does not have anything 
to do with the taxes that are paid into the retirement Board. 

Mr. Harper. No; that is true. That is true. 

Mr. Witu1aMs. I was just wondering, if you support this increase in 
tax to meet the increase in annuities, why you would feel compelled 
to oppose the bill if section 5 were removed—section 5 being extraneous 
to the obligations of the Board? 
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Mr. Harper. Because of the additional] cost that would be placed 
on the employees. 

Mr. Wiu1ams. In fact, it is not the obligations on the Board but 
the obligations on the employees that you are concerned about ? 

Mr. Harrrr. That is right. But, Mr. Williams, I am the employee 
representative on the Board. I am thinking for the employees, I hope. 

Mr. Wititams. I understand. That clears it for me. I thought 
you had reference to additional obligations on the Board. 

Mr. Cuarrman. That is all. 

Mr. Harris. Mr. O’Hara? 

Mr. O’Hana. Mr. Harper, you do feel without section 5 being in 
there, which would be a matter of income tax relief to the annuitants, 
that the increase to the 1 percent to the employee would be a matter 
of objection without the other considerations ? 

Mr. Harrver. That is true, sir. 

Mr. O’Hara. And you feel even with it there will be some com- 
plaint about paying the additional increase ? 

Mr. Harper. I think not, Mr. O’Hara, for this reason: if the taxes 
are increased from 6.25 to 7.25 percent, let us talk in terms of dollars, 
$6.25 to $7.25, then if they get a tax remission of 20 percent on the 
$7.25 that would reduce the out-of-pocket cost to $5.88, which is less 
than the present $6.25 which they pay. I think the employees would 
be immensely pleased with this bill because actually they would get 
the benefit of $100 million additional revenue with which to pay bene- 
fits at an actual out-of-pocket lesser cost. 

Mr. O’Hara. You feel, on the other hand, while you are not speak- 
ing for the employers, that the additional tax which the employers 
pay, there would be some savings out of what they would be paying 
in the regular income of a corporate organization ? 

Mr. Harper. That is right. 

Mr. O’Hara. In other words, you also feel that the bill is self- 
——— in the benefits that the employees would get? 

r. Harper. I quite definitely believe that, Mr. O’Hara. 

Mr. O’Hara. I have listened very carefully to your testimony, and 
you have explained your difference with the technical staff in this as- 
sumption of some 20 percent which they made in the interest of being 
conservative in their actuarial figures. 

Mr. Harper. To illustrate, let us assume that while a man will not 
retire at a pension of $100, the assumption of our technicians is that 
that man or many of them would retire for $115 in their annuity. 
That is the point at which I part company with them. 

Mr. O’Hara. You know these railroad employees; you have been 
with them all your life, and you know pretty much how they feel. 
I think you have very graphically explained how they go up slowly 
in advancement a the time they get to almost retirement they 
have reached their peak in earnings, and they would like to hang on 
as long as they are physically able to do so. Is that about the 
situation ? 

Mr. Harper. That is true. 

Mr. O’Hara. Would you be able, Mr. Harper, to advise the com- 
mittee as to what the cost in income taxes, the forgiveness of the tax 
contained in section 5, would be? Has there been any estimate made 
by your actuarial staff? I am speaking now not about the taxation 
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into the railroad fund but taxation loss into the Treasury, the cost 
to the Treasury. 

Mr. Harper. In round figures, our taxable payroll is $5 billion. In 
round figures, to make the computation easy, we pay 6 percent taxes. 
Six percent of $5 billion would be $300 million. That would be the 
absolute maximum upon which taxes would be rescinded that are now 
collected. I hesitate to use that figure because it is so far above, in my 
judgment, the actual figure. Of course, if the Government lost 20 
percent on $300 million the outlay would be $60 million. That is the 
cost to the Government. But that is the absolute maximum. It 
would be far less than that in my opinion. 

May I mention in passing that if railroad employees are willing to 
pay an additional 1 percent for additional benefits, and if the rail- 
roads willingly or unwillingly pay that same amount, that is the rail- 
road industry’s contribution to public welfare. Consider, if you 
will, how many people are out of the poorhouse, how many people 
are not on public relief, because of the benefits which we railroad peo- 
ple pay for our own people. 

It would be hard to make a guess as to the savings to Government 
achieved by the fact that we keep people out of the poorhouse and 
off of the relief rolls by paying them the benefits which we pay for 
out of our railroad pockets. If we are willing to increase our con- 
tribution to a cause of that kind, I find it difficult to find fault with 
it or to quarrel with it. 

Mr. O’Hara. Mr. Harper, of course it is also a great mental satis- 
faction to be getting something you pay for rather than a dole from 
the Government, is it not? 

Mr. Hareer. Right, sir. 

Mr. O’Hara. Mr. Harper, we sometimes spend a great deal of time 
on railroad retirement legislation, and I think this committee has at all 
times, individually and collectively, had a deep, real, sympathetic in- 
terest in the problems which are involved. I think if any mistakes 
have been made by the committee it has always been when the question 
has arisen as to the safety of the fund. We have been very concerned 
about it. Actually, it is the fund of the railroad employees, with half 
of it contributed by the employers. But it is actually their money, and 
we are sort of sitting here as trustees in a fiduciary capacity, trying to 
do what we think is best in the soundness and the interest of the 
fund and, of course, the assurance to the railroad worker that he is 
going to get his retirement. I sometimes think it is an anomalous 
situation, but it is one that we have to assume under the law. 

Thank you, Mr. Harper. 

Mr. Harris. Mr, Mack ? 

Mr. Mack. Mr. Harper, I just have one question that I would like 
clarified to be sure I understood you correctly. 

In your opinion, this legislation will not. affect. the financial sound- 
ness of the fund in any way. Is that correct / 

Mr. Harper. Except possibly to improve it to a minute degree. 

Mr. Mack. Is this legislation intended at all to appropriate some 
of the difference or part of the deficit in the fund ? : 

Mr. Harper. No, sir. It was designed to provide additional, bene- 
fits quickly beeause of the cost of hving presently, and conditions 
generally. is 
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Mr. Mack. So, if this legislation brings in more money than it has 
paid out, it is not designed for that purpose. 

Mr. Harperr. It was not designed for that, but we would not object 
to that, of course. I was very happy to find that the costs were a little 
less than the revenue from the additional 2 percent of tax. 

Mr. Mack. The purpose of the bill was to provide the additional 
benefits rather than any additional income as far as the fund is con- 
cerned. 

Mr. Harper. Yes, sir. 

Mr. Mack. Thank you, Mr. Harper. 

Mr. Harris. Mr. Hale? 

Mr. Hate. If I understood you correctly, Mr. Harper, you said you 
were in favor of this bill with section 5, and you would not be in favor 
of it without section 5 ? 

Mr. Harper. That is right. 

Mr. Hare. So that a large part of the benefit which would acerue 
from this bill would come from the taxpayer generally, through re- 
mission of income tax¢ In other words, the pensioner would be 
getting the money, $300 million of it, which would come out of the 
Government every year ¢ 

Mr. Harrer. No. That would be just the taxable portion. That 
would just be the wages upon which income taxes were assessed. It 
would be about 20 percent of that, or $60 million a year, at a maximum, 
Mr. Hale. 

Mr. Harz. Lam glad to be corrected. I misunderstood you. 

Thank you. 

Mr. Harris. Mr. Rogers? 

Mr. Rocrrs. Mr. Harper, on that same question Mr. Hale was ask- 
ing, do I understand that the net revenue lost to the Government 
under section 5 in the bill would be $60 million ¢ 

Mr. Harver. Ata maximum. That is just a round figure that I did 
in my head here. There will be so many variations that I am sure 
the $60 million maximum which I referred to will not be achieved. 
It will be much less than that. 

Mr. Rogers. That is all. Thank you. 

Mr. Harrts. Mr. Dolliver? 

Mr. Dottaiver. In your testimony, Mr. Harper, you refer to the fact 
that a good many of the elderly railroad employees desire to stay on 
because of one reason, perhaps, the smallness of their retirement fund. 
If I understood you correctly, you expressed the opinion that this 
additional amount of 15 percent would not change that situation. Is 
that correct ? 

Mr. Harper. That is correct, yes, sir. 

Mr. Doturver. Does it follow that you feel there should be a com- 
pulsory retirement age for the railroad ? 

Mr. Harrer. No, sir. I do not. 

Mr. Dotiiver. You do not believe in that ? 

Mr. Harrrr. No, sir, I do not. 

Mr. Dotiiver. That has been suggested, I think. 

Mr. Harrrr. In a few isolated cases, agreements have been made be- 
tween organizations and railroads providing for that. But person- 
ally—I am not speaking for railroad people generally or for the or- 
ganizations—personally, I would oppose it seriously. 
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_ Mr. Dotriver. You say that certain railroads do have such regula- 
tions requiring retirement at certain ages, is that true ¢ 

Mr. Harper. Just with certain crafts. They make an agreement 
with a craft that employees will retire at age 70. But, as I said, those 
agreements are isolated and they are very, very few in number. At 
the risk of making a guess, I would say that, generally speaking, the 
employees are not for that. 

Mr. Dotutver. Assume that a retirement age were fixed by law, 
what effect, if any, would that have upon the solvency of the funds, 
of which you are trustee ? 

Mr. Harper. Of course that would depend, Mr. Dolliver, on the age. 
At 70, I cannot even compute it here, I cannot even estimate it. But 
the average retirement age, as I said earlier, is about 68. So if the 
average is 68, many are below and many are above that. It would 
have some effect, but how much or how little, I could not say. 

Mr. Douttver. If the average retirement age is 68, and compulsory 
were put on at 70, it probably would not have very much effect. That 
is outside the scope of this bill. I recognize that. I wanted your 
opinion on it. 

Thank you, Mr. Chairman, and that is all. 

Mr. Harris. Mr. Flynt? 

Mr. Fiynt. No questions. 

Mr. Harris. Mr. Beamer? 

Mr. Beamer. No questions. 

Mr. Harris. Mr. Springer? 

Mr. Sprincer. No questions. 

Mr. Harris. I have 1 or 2 questions. How many employees are 
in the railroad industry now ¢ 

Mr. Harper. In round figures, 1,100,000. 

Mr. Harris. What is the amount in the railroad retirement account? 

Mr. Harper. $3.5 billion. That is in round figures again. 

Mr. Harris. What did you mean a moment ago when you said this 
is the same principle which the railroad industry has? 

Mr. Harper. I am thinking about tax relief, Mr. Chairman. 

Mr. Harris. That is what I referred to. 

Mr. Harper. The railroads now pay 6.25 into this fund. Then 
when tax-paying time comes, they charge that off as an operating 
expense and get tax relief. They only have to pay 52 percent. They 
have to pay a 52-percent tax on that. So, consequently, that reduces 
their 6.25 contribution down to about 3.10. 

Mr. Harris. 3.10. 

Mr. Harper. Instead of 6.25. 

Mr. Harris. Thank you very much. We are very glad to have had 
your statement. 

Mr. Thomas M. Healy, also a member of the Railroad Retirement 
Board. 


STATEMENT OF THOMAS M. HEALY, MEMBER, RAILROAD 
RETIREMENT BOARD 


Mr. Hearty. Thank you very much, Mr. Chairman. 

I am very grateful for this opportunity to appear before you gentle- 
men in connection with these bills. 

Mr. Chairman, you have a copy of my statement ? 
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Mr. Harris. Yes, and it is in the record. 

Mr. Heaty. I have been on this job about 6 months and have re- 
ceived quite a liberal education. There is a lot more for me to learn. 
However, like Mr. Harper, most of my life has been spent in the oper- 
ating departments. When I needed locomotives I went to the mechani- 
cal department. When I wanted to know the capacity of a yard or 
the capacity of a division to handle traffic, I went to people who knew. 
When I wanted to know the capacity of a port, I went to the steamship 
people and the port authorities. When shite bills came up, I went to 
the best source of information available to me. That is the director 
of research and our chief actuary. They had just previously com- 
pleted the sixth triannual valuation, which showed that we had a cur- 
rent deficiency of $86 million per year. 

The three members of the Board, very much concerned about it, 
issued a joint statement cautioning, warning, if you please, all con- 
cerned as to that deficiency as compared with our long-time trust. Our 
chief actuary and director of research, after their analysis of this bill, 
stated that it would increase that deficiency from $86 million to $102 
million per year. 

My confidence in our chief actuary and the director of research 
was thoroughly borne out by an actuarial committee composed of 
outstanding leaders in their field, representing the United States De- 
partment of Treasury, the railroad employers, and railroad labor. 

There was some question as to the conservatism of these actuaries. 
Our own actuary pointed out the fact that his check or report was on 
the underside. It was understated. These three distinguished gentle- 
men said the same thing. There is no question here. 

Incidentally, I would like to remind you, too, that Mr. Harper, my 

ood friend and colleague, expressed his personal, implicit confidence 
in our actuary. Mr. Harper and I disagree on this actuarial figure of 
0.33 percent for accelerated retirement. Gentlemen, I can only call 
your attention to the number of bills you have before you now request- 
ing enactment of amendments to make the pension or retirement 
system applicable after 30 years of service at 60 years or applicable 
after 35 years of service, at any age. 

I wish to call attention of you gentlemen to the fact that you now 
have before you a number of bills proposing to reduce the retirement 
age from 65 to 60. 

Mr. Dotiiver. That is not the present bill that we are concerned 
with. 

Mr. Hearey. Well, all these bills are considered together as I un- 
derstand it. We are opposed to that bill generally, but I am just 
calling your attention to that item. 

Mr. Doutiver. Thank you. 

Mr. Heaty. I have listened, Mr. Chairman, to the questions and 
answers at our previous hearings and today, and have absolute con- 
fidence in you gentlemen. I just would like to respectfully recom- 
mend that in the consideration of these proposed bills, that you recall 
this current deficiency of $86 million a year, certified to by our own 
actuary, and approved by the actuarial committee. 

I thank you, sir. 

Mr. Harris. Thank you very much, Mr. Healy. 

Are there any questions? 
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Mr. Dolliver? 

Mr. Dotiiver. I want to develop this point that you made a moment 
ago a little bit. You referred to some bills which provided for volun- 
tary retirement after 35 years? 

Mr. Heaty. Yes, sir. 

Mr. Dotutver. Or at age 60? 

Mr. Hearty. At age 60, yes, sir. 

Mr. Dotuiver. If I understood you correctly, you expressed opposi- 
tion to those measures, is that right ? 

Mr. Heary. Yes, sir; we are unanimous on that. 

Mr. Dotutver. The Board is unanimous on that ? 

Mr. Heary. Yes, sir. 

Mr. Dotutver. Thank you very much, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Healy. We are very glad 
to have your statement. 

I note that certain officers of the Board are here: Mr. Frank J. Mc- 
Kenna, chief executive officer. Does Mr. McKenna or any other mem- 
ber of your staff wish to make any further comment ? 

Mr. McKenna. We are available to the committee to answer any 
technical questions of the committee, Mr. Chairman. We have no 
statement. 

Mr. Harris. Thank you. I notice Mr. David B. Schreiber is here, 
too, the associate general counsel. 

Mr. Scurermer. I have no statement, but I would be glad to answer 
questions, if I may. 

Mr. Harris. Let me just ask you one question for a brief answer. 

Mr. Scureterr. All right, sir. 

Mr. Harrts. When the social-security amendments increased bene- 
fits in 1954, I believe it was, did the law increase the contribution made 
by the employees ? 

Mr. Scurerser. I believe they did. 

Mr. Harris. How much ? 

Mr. Scrreter. I do not recall that. I can check that and let you 
know, but I believe it did. 

Mr. Harris. Was it to become effective immediately ? 

Mr. Scuretser. No. The social-security contributions are sched- 
uled to increase over a period until, I believe, 1975. I have forgotten 
the exact date, but it is scheduled to increase over a period of years. 
It is now 2 percent on each side. It is scheduled to rise to 4 percent 
on each side. 

(The following statement was subsequently submitted by Mr. David 
B. Schreiber :) 


The social-security benefits were increased by the 1954 amendments to the 
Social Security Act, generally, by changing the formula for computing benefits. 
Prior to that time the formula was 55 percent of the first $100 of the average 
monthly wage and 15 percent of the remainder up to $200. The changed formula 
called for 55 percent of the first $110 and 20 percent of the remainder up to $240. 
The same amendments also provided for dropping out up to 5 years of low earn- 
ings in order to permit a higher average monthly wage. Further the same 
amendments provided what is known as a disability freeze; the effect of this is 
to permit the retention of an insured status which would otherwise be lost, and 
would increase the average monthly wage because the period of disability would 
be excluded from the divisor in computing such monthly wage. 

Aside from increasing the creditable wages from $3,600 a year to $4.200, the 
same amendments increased the tax rates on employers and employees, and on 
those engaged in self-employment, by amending the appropriate sections of the 
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Internal Revenue Code. Prior to such amendments these sections provided a 
tax of 34% percent of payroll up to $3,600 a year for any calendar year after 1969, 
on employers and employees, and 4% percent on self-employed. The amend- 
ments changed the 314 percent to 3% percent, and the 4% percent to 5% percent, 
respectively, for the calendar years 1970 through 1974, inclusive, and to 4 per- 
cent and 6 percent, respectively, for the calendar years 1975 and after. As so 
amended, the present tax schedule is as follows: through 1959 the tax rate is 2 
percent of payroll up to $4,200 a year on employers and employees, and 3 percent 
on self-employed ; for the calendar years 1960 to 1964, inclusive, 24% percent on 
employers and employees and 3°4 percent on self-employed; for the calendar 
years 1965 to 1969, inclusive, 3 percent on employers an employees and 41% per- 
cent on self-employed ; for the calendar years 1970 to 1974, inclusive, 344 percent 
on employers and employees and 514 percent on self-employed ; and for the cal- 
endar years 1975 and after, 4 percent on employers and employees and 6 percent 
on self-employed. 

Mr. Harris. Is the social security system considered to be actu- 
arially sound ? 

Mr. Scureiser. As far as I know, the actuaries of the Social Se- 
curity Administration consider it to be actuarially sound. 

Mr. Dotutver. Mr. Chairman, the benefits are not commensurate 
with those received under the railroad retirement system. 

Mr. Scuretser. That is correct. Our benefits are higher, consid- 
erably in many respects, particularly the employee annuities. For 
example, our maximum annuity at the moment is $166 a month to 
the employee, and $54.30 to his wife. The benefits under the Social 
Security Act, the maximum at the moment, and for some years to 
come, will not be over $108.50. 

Mr. Harris. $108 as against $166? 

Mr. Scuretser. That is right. 

Mr. Harris. That is the maximum ? 

Mr. Scurerper. Yes. 

Mr. Harris. What about the minimum ? 

Mr. Scuremer. We have a minimum in three ways. Generally, it 
is $69 at the moment. The social security is around $30. We have 
provisions which are costly ; namely, we have disability benefits. Un- 
der our system, a man say only age 30, with 10 years of service, if he 
is totally and permanently disabled for all employment for hire, will 
be entitled to an annuity for life. The same man under the social 
security system would have to wait 35 years before he could get a 
single cent. 

Similarly, under our system, if a man is, say only 40 and is not 
totally disabled but only disabled occupationally and if he has 20 
years of service, he can start having an annuity for life at age 40. 
The same man under social security would have to wait 25 years be- 
fore he could get a single cent. I may add that 27.4 percent of all our 
annuities are disability annuities. I think I am getting to be a little 
longer than you expected me to be. 

Mr. Harris. Thank you very much. 

Mr. Dotutver. On this voluntary retirement, as I questioned other 
witnesses about earlier, after 30 or 35 years, what is the retirement 
age now ? 

Mr. Scurerper. The average retirement age, incidentally, is now, 
I think, 67.7. 

Mr. Dottrver. That is not what I wanted, the average. What is 
the minimum age at which retirement can be had? 

Mr. Scurztser. Under the Railroad Retirement Act? 
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Mr. Dotutver. Yes. 

Mr. Scurerer. A man can retire at age 65 at full annuity, but if 
he has 30 years of service and wants to retire at age 60, he can do so, 
if he accepts a reduction in his annuity. A woman can retire at age 
60, on a full annuity. A disabled man can retire at the ages I stated 
before. : 

Mr. Dotutver. That is what I wanted to get into the record. Thank 
you. 

Mr. Scureiser. Yes, sir. 

Am I excused now ? 

Mr. Harris. You are excused for the present, I will say. 

Mr. Matscheck has already been recognized. Mr. Niessen the chief 
actuary is also here. 

Mr. Niessen. I will be glad to answer any questions, Mr. Chairman. 

Mr. Harris. Thank you. 

The next witness will be Mr, Lester P. Schoene. 

Mr. Schoene is the attorney for the Railway Labor Executives 
Association. 

Mr. Schoene, as I understand you would require about 45 minutes / 

Mr. Scuornr. That would be my estimate, Mr. Chairman, approxi- 
mately that, although I do not have a prepared statement and it is a 
little difficult for me to gage exactly how long it will take. 

Mr. Harris. I think perhaps it would be better for the members 
of the committee if we were to adjourn and come back at 1: 30. 

Mr. Scnoene. All right, sir. 

(Whereupon, at 11:50 a. m., the committee recessed, to reconvene 
at 1:30 p. m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 1:30 p. m., upon the expiration of 
the recess. 

Mr. Harris. The committee will come to order. 

Mr. Schoene, you were about to start your statement when the com- 
mittee recessed for the noon hour. 


STATEMENT OF LESTER P. SCHOENE, ON BEHALF OF RAILWAY 
LABOR EXECUTIVES’ ASSOCIATION, AND BROTHERHOOD OF LOCO- 
MOTIVE ENGINEERS, WASHINGTON, D. C. 


Mr. Scnorns. Mr. Chairman, my name is Lester P. Schoene. I am 
a member of the law firm of Schoene & Kramer, engaged in the prac- 
tice of law in Washington, D. C., with offices at 1625 K Street, NW. 

I appear here this afternoon as a representative, or as counsel, for 
the Railway Labor Executives’ Association, and for the Brotherhood 
of Locomotive Engineers. 

The Railway Labor Executives’ Association, as I am sure the mem- 
bers of the committee are well aware, is an association of the chief 
executives of nearly all the standard railway labor organizations. 

Since I last appeared before the committee a number of organiza- 
tions that were not previously affiliated with the Railway Labor Execu- 
tives’ Association have become affiliated. Some of them had been 
formerly affiliated, but there had been a discontinuation of their 
affiliations. 
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The Brotherhood of Railroad Trainmen, the Order of Railway Con- 
ductors and Brakemen, the Brotherhood of Locomotive Firemen and 
Enginemen, have all reaffiliated with the association. 

Mr. Harris. Will you file with your statement a list of all of those 
affiliated associations ? 

Mr. Scuorene. Yes, I plan to do that. I will not read them all, but 
I will hand the reporter a copy of the list. 

Mr. Harrts. Is it a total of 20, or 21? 

Mr. Scuoenet. That is a total of 22 chief executives including the 
president of the Railway Employees’ Department, AFL-CIO, which 
is itself a federation of a group of shop craft organizations. 

Also in addition to the organizations that I have specifically men- 
tioned as having reaffiliated with the association, we have with us now 
the Brotherhood of Sleeping Car Porters, which I believe was not 
affiliated at the time I last addressed the committee, although I am not 
positive in my recollection. 

In any event, I will hand the reporter a copy of the list of organiza- 
tions and will repeat that in addition to representing the organizations 
affiliated with the association, I speak today also for the Brotherhood 
of Locomotive Engineers, which is the only railroad organization not 
presently affiliated with our association. 

(The list of organizations is as follows :) 


Ratmway LABOR EXECUTIVES’ ASSOCIATION 


American Train Dispatchers Association 

Brotherhood of Locomotive Firemen and Enginemen 

Brotherhood of Maintenance of Way Employees 

Brotherhood Railway Carmen of America 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 
Station Employees 

Brotherhood of Railroad Trainmen 

Brotherhood of Sleeping Car Porters 

Hotel and Restaurant Employees and Bartenders International Union 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers and Helpers 

International Brotherhood of Electrical Workers 

Interntational Brotherhood of Firemen and Oilers 

International Organization Masters, Mates and Pilots of America 

National Marine Engineers’ Beneficial Association 

Order of Railway Conductors and Brakemen 

The Order of Railroad Telegraphers 

Railway Employees’ Department, AFL-CIO 

Railroad Yardmasters of America 

Sheet Metal Workers International Association 

Switchmen’s Union of North America. 


Mr. Scuoenr. Our association has a standing committee on rail- 
road retirement and railroad unemployment insurance matters under 
the chairmanship of Mr. George M. Harrison, the president of the 
Brotherhood of Railway and Steamship Clerks. 

This committee gives constant attention to the functioning of the 
railroad retirement and unemployment insurance systems and has 
from time to time throughout the years had occasion to suggest to the 
association various amendments to the railroad retirement and unem- 
ployment insurance laws. 
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When those recommendations have met with the approval of the 
association, we have from time to time come to this committee and to 
the Congress as a whole with recommendations for amendments. 

My testimony will be directed primarily to the bill, H. R. 9065, 
introduced by the chairman of this subcommittee, and to some 68 
other identical bills which have been introduced by other Members 
of the House. 

I realize that there are a large number of other bills introduced by 
various Members of the House, all designed in one way or another to 
liberalize the benefits payable under the Railroad Retirement Act 
and I realize that all those bills are before this committee consideration. 

Mr. Douuitver. Mr. Chairman, at that point would you permit an 
interruption ? 

Mr. Scuorene. I will be happy to be interrupted, Mr. Dolliver. 

Mr. Dotuiver. As I recall, some of these bills other than the ones 
before us, do provide for voluntary retirement at a lower age than 
the present age prescribed by the law, namely, age 65. 

As I remember, at least 1 of these bills provides for voluntary retire- 
ment at age 60. 

Then there are other provisions which provide for voluntary retire- 
ment after a certain number of years have been served in the railroad 
industry, 30 and 35 years. 

I would want to know, Mr. Schoene, if your organization and the 
organizations which you represent have considered those proposals 
and, if so, what conclusion have you come to? 

Mr. Scuornr. Mr. Dolliver, those proposals have been considered, 
not only in connection with the bills currently pending, but bills pre- 
viously introduced. There have been introduced from time to time a 
considerable number of bills providing for reitrement upon full an- 
nuity after 30 vears of service and attainment of age 60. 

I think, as Mr. Schreiber explained this morning, that under the 
present law women with 30 years of service who have attained the age 
of 60 may retire on full annuity, and men with 30 years of service, who 
have attained the age of 60 may retire at a reduced annuity. 

The proposals, however, that I think you are referring to, Mr. Dolli- 
ver, are proposals that retirement on full annuity be permitted at 
the age of 60 with 30 years of service, or some other specified number 
of years. The association has given consideration from time to time 
of those bills and has concluded upon each consideration that they 
could not support such proposals. 

There are primarily two reasons for that conclusion : 

One, that it is almost impossible to calculate the effect that such 
provisions would have upon the cost of the system. There is no 
way of knowing how many people would, upon attaining the age of 
60, avail themselves of the a oh a of retiring at full annuity. 

Another, and perhaps more fundamental reason, is that it has al- 
ways been the policy of the association to try to keep this railroad- 
retirement system a system which, as its name implies, provides in- 
come for people who are in fact retired, and who must look to these 
incomes for their support. 

Experience has shown in other retirement systems that when you 
provide an opportunity for retirement at a relatively low age, based 
simply upon a given number of years of service, the tendency is for 
people to avail themselves of that retirement income and then go out 
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and get jobs in other industries and to use the retirement income not 
for the purpose that it is intended, but as a supplement to wages. 

In that fashion the use of the retirement income can actually operate 
as a subsidy for reduced wage rates. 

Now, the people we represent are out in the labor market earning 
their living in a competitive market and we have never felt it desirable 
to provide a subsidy by way of retirement income, or so-called retire- 
ment income, which actually is a supplement to wages. 

Mr. Dotuiver. In other words, you feel that a permissive retirement 
at a lower age would encourage lower wages because of the increased 
availability of low-cost labor ? 

Mr. Scuoenr. That would be its general tendency, yes. Does that 
take care of your questions, Mr. Dolliver ? 

Mr. Dotuiver. Yes. 

Mr. Scuoene. I obviously cannot take the time of the committee 
to discuss all of the various bills that have been introduced in any de- 
tail. I think I can cover all of them other than H. R. 9065, an identi- 
cal bills with the statement that our association is opposed, and always 
has been opposed, to the payment of benefits that are not adequately 
financed through the railroad retirement taxing act. 

It is‘a common feature of all the bills pending before the committee, 
other than H. R. 9065, an identical bills, that they provide for the ex- 
penditure of money through increased benefits of various sorts with- 
out providing a source of revenue to meet those increased expendi- 
tures. 

I have said to this committee on previous occasions, and I will re- 
peat today, that I hope the time never comes when I will be appearing 
before this committee in opposition to the payment of increased bene- 
fits as an abstract principle. 

In other words, I do not think that the benefits now being paid are 
adequate or that the benefits that will be paid, if this bill is enacted, 
are so high that anyone should oppose increased benefits as a matter 
of principle. 

But we have been much concerned, as al] the members of this com- 
mittee are concerned, with seeing to it that there will be funds avail- 
able to pay the increased benefits. 

And we have never come to this committee recommending legisla- 
tion for the liberalization of benefits without being satisfied either 
that there were funds already available to pay those benefits, or rec- 
ommending at the same time that revenues be raised to meet the in- 
creased expenditures. 

The latest actuarial valuation of the Railway Retirement Act which 
was released recently, indicates apparent cost of 14.13 percent of pay- 
roll. The combined employer and employee tax levied under the Rail- 
road Retirement Taxing Act totals 12.5 percent, thus indicating an 
apparent deficit of 1.63 percent. That is a figure that bears watching. 

he Railway Labor ixesutives Association and the Brotherhood 


of Locomotive Engineers are not seriously disturbed by that apparent 
deficit. We do not feel that it calls for immediate action to raise ad- 
ditional revenues to cover the apparent deficit and the reason we feel 
that way is that we have had a considerable amount of experience 
with previous valuations. These valuations, and I don’t criticize them 
at all, I am sure they are conscientiously made, the assumptions on 
which they are based are reasonable assumptions—but they represent 








184 RAILROAD RETIREMENT LEGISLATION 


calculations of probabilities running into perpetuity, and we know 
that perpetuity is a long, long time. We have seen radical changes 
in economic conditions from time to time during the nearly 20 years 
that the railroad-retirement system has been in effect, and we have 
seen from time to time apparent deficits of this sort disappear as 
economic conditions change. 

It is for that reason that we do not feel called upon to urge any 
immediate action to raise additional revenues for the covering of this 
apperent delicit disclosed by the last actuarial valuation. 

ut we do feel that with the figure of 14.13 as the estimated cost 
of the present system, we could not responsibly urge this committee 
to recommend liberalization of benefits without at the same time rais- 
ing the revenues to support it. 

It is for that reason that the bill to which my testimony will be 
principally addressed is that bill, and other identical bills, represents 
the only program that we can support and recommend to the com- 
mittee. 

With respect to the provisions of the bill, H. R. 9065, as I have 
already indicated, the railroad retirement and unemployment insur- 
ance committee of the Railway Labor Executives Association gave 
consideration, as it constantly does, to the needs of the system. The 
association, like the Members of Congress, have been importuned per- 
sistently by the retired railroad employees and their families for an 
increase, a general increase, in the benefits provided. 

I think the very fact that such a large number of bills have been 
introduced by Members of Congress reflects that the Members of 
Congress have been petitioned as the labor organizations have been 
petitioned, for some relief from inadequate benefits. 

According to the figures contained in the sixth actuarial valuation, 
the average annuity for a retired employee who retired on the basis 
of age as of October 1955, was $103.69. 

Disability annuities averaged somewhat lower, $94.73. 

Survivor annuities of the various types averaged within a range 
of $46.65 to $62.11. 

Now, I think the quotation of those figures is all that is needed when 
you try to imagine people living on monthly incomes of those amounts 
to indicate that an increase in the benefits is very badly needed. 

In response to this very general and overall demand for an increase 
in benefits, the association gave consideration to how much of an 
increase could reasonably be financed and came to the conclusion that 
it would not be unreasonable to ask the empolyees in active service 
and the carriers to contribute an additional 1 percent of payroil 
through the Railroad Retirement Taxing Act to support a 15 percent 
increase in benefits provided that at the same time the employees 
could be given some corresponding relief by way of income-tax exemp- 
tion of the amount that they contribute. 

Asa result of this consideration, they came up with a proposal which 
embodies essentially three basic points, all interrelated and all an in- 
tegral part of the whole. That is a general 15 percent increase in the 
benefits. There are some exceptions which I will describe in a moment. 

An increase in the contributions of 1 percent on each side, together 
with an exclusion of the employee contribution from gross income 
and from wages for purposes of income taxation. 
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Redons I go into a detailed explanation of the bill, I would like to 
say this: 

"After the association had come to the conclusion that I have de- 
scribed, we discussed the substance of our recommendations with your 
chairman, we discussed the draft of a bill with members of your com- 
mittee staff and with the legislative counsel of the House. 

The bill, H. R. 9065, is the result of those consultations. Mr. Harris 
introduced the bill after it had been prepared as a result of that 
process through the collaboration of the committee staff, the legisla- 
tive counsel’s office, we had the advice of Mr. Schreiber, the associate 
general counsel of the Railroad Retirement Board, and myself. 

Now, with respect to the increase in benefits, as I have already stated, 
the general increase is 15 percent. The exceptions to that are these: 

In the first place, we propose no increase in that part of the mini- 
mum annuity provision which is based upon the social-security law. 

I am sure the members of the committee are aware of the fact that 
we have in the Railroad Retirement Act a general overall minimum 
provision that benefits payable, that is total benefits at any particular 
time, shall not be less than those that would be payable if the rail- 
road employment had been covered by the Social Security Act. 

We did not feel that we should here propose a 15 percent increase 
in that minimum because it is based upon the principle that you 
should not receive less under the Railroad Retirement Ket than you 
would have under social security if there were no Railroad Retirement 
Act: 

We do not feel that that was a reason for proposing that you should 
receive 115 percent of what you receive under the Social Security Act. 

Likewise, we are not proposing any increase in the maximum amount 
of the spouse annuity. Under the present law, when an employee has 
retired and he is age 65 and he has a wife age 65, she is entitled to an 
annuity equal to one-half of the employees’ annuity, but not in excess 
of the maximum spouse’s annuity that would be payable under the 
Social Security Act. That maximum used to be $40, and that was 
the ceiling that was provided under the 1951 amendments of the Rail- 
road Retirement Act. 

However, as a result of subsequent amendments to the Social Security 
Act the amount was increased and Congress last year raised the ceiling 
to the maximum amount payable from time to time under the Social 
Security Act. That amount is now $54.30 per month and we are not 
proposing any increase in that ceiling on the spouse’s annuity. 

The third exception to the general increase of 15 percent is in an- 
other minimum annuity provision. Aside from the general overall 
Social Security minimum that I have referred to, the Railroad Retire- 
ment Act formula itself provides a minimum annuity, which is the 
lowest of three factors, $69 or $4.14 times the years of service, or the 
average monthly compensation that the individual earned while in 
active service. 

Mr. Harris. Now, let me hear that again. 

mr. ScnoeNne. Do you have a copy of the act before you, Mr. Chair- 
man ? 

Mr. Harris. No; I do not. Number 1, $69? 

Mr. Scuorenr. Yes. 

Mr. Harris. This is the minimum payable? 
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Mr. Scuoenr. It is the lowest of three factors. That is provided in 
section 3 (e) of the act. It is the lowest of three factors, either $69, 
or $4.14 multiplied by the number of years of service, or the monthly 
compensation earned while in active service. 

Now, the bill would increase the $69 and the $4.14 by 15 percent, but 
it would not increase any minimum annuities which are now equal 
to the amount of money the individual earned in wages while in active 
service. 

We do not consider it a sound policy to pay minimum annuities in 
excess of what the individual’s average earnings were while he was 
in the industry in active service, so we are not proposing to increase 
that item in the minimum. 

With those exceptions, the bill would provide a general across-the- 
board increase in the annuities payable. 

Now, if you will look at the bill H. R. 9065, I will undertake to indi- 
cate briefly what the several sections of the bill do in carrying out the 
various overall objectives that I have already outlined. 

Section 1 (a) of the bill amends the several percentages of monthly 
compensation that are used in computing the regular employee an- 
nuity, and each of those percentages of monthly compensation that 
are specified are increased by approximately 15 percent. 

We have not carried out the computation to the last decimal point, 
but have rounded it out so that it comes to substantially 15 percent 
in each factor that goes into the computation of the annuity. 

Section 1 (b) revises the minimum annuity formula that I was just 
speaking about a moment ago. 

You will notice that instead of $4.14 multiplied by the number of 
years of service, we would not provide a minimum of $4.76 multiplied 
by the years of service and we substitute $79.35 for the $69 in the 
present law, each of those again is simply an increase of 15 percent. 

Sector 2 (a) deals with the so-called residual lump-sum payment. 

I would remind the committee that under the law as it now stands we 
guarantee to every employee that he or his family will eventually re- 
ceive in benefits an amount at least equal to the contributions he makes 
to the system, together with an allowance in lieu of interest. 

With respect to taxes that have been collected at the rate 614 per- 
cent, the act now provides this residual lump sum in the amount of 7 
percent. That is 64% percent plus an allowance for interest, minus 
any benefits that are received in other forms. 

With the increase proposed here in the retirement tax to 74% percent, 
we propose to increase the amount of the residual lump sum on those 
taxes that are paid at the rate of 714 percent to 8 percent as the guar- 
anteed residual lump sum. 

Section 2 (b) deals with the formula for the computation of sur- 
vivor benefits. That is widows’ annuities, that is widows with minor 
children in their care, aged widows, surviving children, and surviv- 
ing parents. 

The survivor benefits are based upon what is called in the act the so- 
called basic amount derived from the employee’s average monthly 
remuneration. 

Section 2 (b) increases the factors that go into the computation 
of that basic amount by 15 percent in the same manner that section 1 
(a) increases the factors going into the computation of the employee 
annuity by 15 percent. 
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Section 2 (c) deals with the maximum and minimum annuity totals, 
again with respect to survivor benefits. 

In that respect may be considered comparable the provisions in sec- 
tion 1 (b) dealing with the minimums for employee annuities, 

Again all the items in the present law are increased by approximate- 
ly 15 percent, that is as near 15 percent as you can get without carrying 
fractions to a number of decimal places. 

Section 3 of the bill deals with certain specific categories of benefits. 
The formulas that are revised in sections 1 and 2 do not affect the com- 
putation of what we call pensions under the act. 

Pensions are those benefits that were taken over from the railroad’s 
voluntary pension systems when this system was started in 1937. 

Mr. Harris. Is that what refers to prior service ? 

Mr. Scuornr. No, prior service goes into the computation of what 
are called annuities, also. 

The pensioners are people who had been retired by 1937 and were 
receiving pensions under the railroad voluntary pension system. 

The Railroad Retirement Act took them over and they have been 
adjusted from time to time and we propose here also to adjust them 
by a flat 15 percent. 

Likewise, there were some annuities awarded under the Railroad 
Retirement Act of 1935, which was in effect between August 1935 and 
June of 1937 when the Retirement Act of 1937 was passed. 

Rather than revise the formula for computation of those annuities 
and a law which is now no longer effective, we recommend simply in- 
creasing those annuities by 15 percent. 

The same course is recommended with respect to the joint and sur- 
vivor annuities and survivor annuities deriving from them, under the 
provisions that used to be in the act permitting an individual to elect 
to take a reduced annuity during his lifetime in order to provide an 
annuity for his spouse after his death. 

That provision became obsolete when the current provisions for sur- 
vivor annuities were enacted, but there are still some annuities being 
paid under those former provisions. 

They also would be increased by 15 percent. 

Now, section 4 of the bill amends the Railroad Retirement Taxing 
Act portions of the Internal Revenue Code by providing for the addi- 
tional 1 percent of payroll to be paid both by the carriers and by the 
employees. 

And in the case of the so-called employee representatives who now 
pay the combined tax of 1214 percent, the increase is to 144% percent. 

Section 5 provides the third part of this integrated three-point pro- 
gram, namely, the exclusion from income, for income tax purposes, of 
the amounts paid by the employees under the Railroad Retirement 
Taxing Act. 

Section 6 of the bill provides the effective dates for the various other 
sections of the bill. 

In general, the proposal is that the new legislation became effective 
July 1 of this year. Annuities at the increased rate would start to 
acerue July 1. 

The increased rate of tax would apply to wages earned after July 1. 
The inerease in pensions would take effect with the pensions payable 
on August 1, which would correspond to the first date on which the 
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annuity accruals at the new rate would be reflected, and the exemption 
of exclusion of retirement taxes from gross income would also take 
effect with respect to income earned after July 1, 1956. 

Now, that is the bill that is before you. I don’t think I need to 
say more about either the necessity for increasing the benefits or about 
the necessity for raiding the revenue with which to finance those in- 
creased benefits. 

Considerable discussion, however, has been engendered 

Mr. Harris. At this point, if you will permit, we will include in the 
record at. this point an explanation of the bill which has also been 
prepared section by section. 

Mr. Scuornz. That will be entirely agreeable to me, Mr. Chairman. 

I assume it will be with the other members of the committee. 

Mr. Harx. May I inquire whether that was prepared by Mr. 
Schoene ? 

Mr. Harris. Mr. Schoene, yes. 

Mr. Hatz. In substance it is the explanation that he has been giving 
us ¢ 

Mr. Scuoent. In abbreviated form, yes. 

(The section-by-section explanation of H. R. 9065, referred to above, 
is as follows :) 





EXPLANATION oF Britt H. R. 9065, To AMEND THE RAILROAD RETIREMENT ACT oF 
1937 To ProvipE INCREASES IN BENEFITS AND FOR OTHER PURPOSES 


The overall purpose of the bill is to provide a 15 percent increase in benefits 
(with limitations hereinafter noted) ; to raise additional funds in the amount 
of 2 percent of payroll to cover the cost of the increased benefits; and to offset 
the burden on employees of the increased contribution by excluding the employee 
contribution from income for income tax purposes. It is not proposed, how- 
ever, to increase the overall social security minimum or to increase the present 
maximum on spouses’ annuities which is equal to the maximum spouse’s an- 
nuity payable under the Social Security Act; consequently, annuities being paid 
under the social security minimum and spouses’ annuities may not be increased 
at all or may be increased less than 15 percent. 

Section 1 (a) of the bill increases the several percentages of monthly compen- 
sation used in computing employee annuities by 15 percent each. The total effect 
is to increase these annuities so computed by 15 percent. 

Section 1 (b) revises two elements in the minimum employee annuity formula 
by increasing them 15 percent. This, too, would have the effect of increasing 
annuities computed under the minimum annuity formula by 15 percent, with 
the exception that no increase is provided with respect to those annuities which 
under the formula are equal to the average monthly compensation that the em- 
ployee earned while in active service. It should also be noted that these changes 
affect only the minima computed under the Railroad Retirement Act formula 
itself and do not affect the general minimum provision providing benefits at 
least equal to the benefits that would have been received if railroad employment 
had been covered by the Social Security Act. 

Section 2 (a) of the bill relates to the residual lump-sum guaranty which 
assures to all employees that they will either draw in benefits while living or 
that there will be paid to surviving beneficiaries an amount at least equal to 
the employees’ contributions, together with an allowance in lieu of interest. 
This amount is computed at 7 percent of the compensation on which taxes are 
paid at the rate of 6% percent. The amendment would provide for computing 
this amount at the rate of 8 percent of the compensation on which it is pro- 
posed that taxes will be paid at the rate of 744 percent.: 

Section 2 (b) relates to maximum and minimum survivor annuity totals and 
again adjusts both maxima and minima by an upward revision of 15 percent. 

Survivor annuities under the Railroad Retirement Act formula are computed 
from a so-called “basic amount” which is defined in section 5 (1) (10) of the act. 
Section 2 (c) of the bill proposes an upward revision of 15 percent in the ele- 
ments going into the computation of the basic amount; thus the basic amount 
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will be 15 percent higher with the consequence that survivor annuities computed 
therefrom will be 15 percent higher. 

Section 3 of the bill provides a flat increase of 15 percent in pensions (i. e. those 
taken over from the railroad voluntary pension systems), in joint and survivor 
annuities (i. e. those under the former option provisions) awarded before the 
effective date of the bill, and in annuities awarded under the Railroad Retire- 
ment Act of 1935. The preceding sections of the bill do not apply to these 
classes of benefits. 

Section 4 of the bill amends the Railroad Retirement Taxing Act provisions of 
the Internal Revenue Code so as to provide an increase of 1 percent in both 
the employer and employee contributions and an increase of 2 percent in the 
employee representative contributions (who now pay the equivalent of both the 
employee and employer contributions). 

Section 5 of the bill excludes employee and employee representative contribu- 
tions under the Railroad Retirement Taxing Act from gross income for income 
tax purposes and from wages for the purposes of the withholding of income 
tax at the source. The result would be that any employees who have taxable 
income in an amount equal to or in excess of their railroad retirement contribu- 
tions would realize an income tax saving of at least 20 percent of such contribu- 
tions ; in such cases although the gross contribution under the bill would be 74 
percent the net after income tax savings would be 5.8 percent. 

Section 6 of the bill fixes the dates on which the changes made in other sec- 
tions become effective. Section 6 (a) makes the increases in annuities (whether 
employee, spouse or survivor) effective with respect to all accruals after June 
1956 irrespective of whether the annuities have been theretofore or thereafter 
awarded. The increase in lump sum survivor benefits is made effective with re- 
spect to deaths occurring after June 1956. The increase in pension payments 
would be reflected in the August 1 payment to correspond with the date on 
which the first increased annuity payments would be made. 

Section 6 (b) makes the amendments to the Railroad Retirement Taxing Act 
effective July 1, 1956, and specifies that the new rates shall apply to taxes on 
compensation for services rendered after June 1956. 


Mr. Scuoenr. As I started to say, Mr. Chairman, considerable dis- 
cussion has been engendered by section 5 of the bill, and I think I 
should address the major portion, or the balance of my statement, to 
that section of the bill, because, as I have already indicated, I am sure 
the members of this committee are aware of the dire necessity for in- 
creasing the benefits and the practical necessity for raising the revenue 
to finance any such increase in benefits. 

However, the proposal to exclude the railroad taxes paid by the em- 
ployees has caused considerable discussion, and I want to discuss with 
you now what we think are the essential merits of that provision. 

In the first place, the payment of these railroad retirement taxes for 
a railroad employee is a necessary expense to his employment. He 
has no choice about paying it when he goes to work for the railroad. 
It is deducted outof his pay check without his ever seeing the money. 

Other expenses of the nidividual’s employment are recognized as 
deductible items in the computation of income tax, even though there 
may not be a union shop agreement in effect so as to require an individ- 
ual to pay his union dues, nevertheless, union dues are recognized as 
properly deductible items in the computation of an individual’s ex- 
pense of his employment. 

Mr. Harris. Union dues are recognized as a deductible item? 

Mr. Scuornz. That is my understanding, Mr. Chairman; yes. 

Mr. Harrts. And are being accepted as such ? 

Mr. Scnoenr. That is my understanding; yes, sir. 

On the other side of the ledger, namely, with respect to the carrier 
contributions, they are now recongized, and have been from the be- 
ginning, as legitimate business expenses. 
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The amount that the carriers pay in Railroad Retirement Act taxes 
are deducted as an operating expense in arriving at their net income on 
which the corporate income tax is paid. The result is that although 
the carriers and the employees theoretically contribute fifty-five to the 
support of the railroad retirement system, the cariers actualy in terms 
of effective taxation after allowance for income tax savings, assuming 
they have enough income to pay some corporate income taxes, pay at 
an effective rate of only 3.48 percent. 

3.48 percent would be the effective rate under a 714 percent taxation. 

In other words, their income tax savings is 52 percent of 714 per- 
cent, which reduces the 714 percent to 3.48. 

Mr. Harris. I wish you would say that over again. 

Mr. Scuoene. I said the income tax savings to the cariers is 52 per- 
cent of 714 percent under the bill. That would reduce the effective 
rate after allowing that saving to 3.48 percent. 

Mr. Hate. In other words, at the present time some of the railroad 
contributions come out of what would otherwise be paid in income 
tax under section 5 some of the employees’ contribution would be in 
the same category. 

Mr. Scuoenr. That is correct, Mr. Hale. However, the proportion 
would be much less. 

Those employees who have enough income to pay income taxes 
would predominantly fall in the 20-percent bracket. 

Mr. Doturneer. In other words, the carriers at all times have been 
receiving the benefit and the employees never did. 

Mr. Scnoene. That is right. This would be the first time that the 
employees would receive it. 

The proportion, however, would be much less. At the 714 percent 
rate of contribution an employee who would get a 20-percent tax saving 
on his income taxes would thereby reduce the proportion by 1.45 per- 
cent, leaving him still with an effective rate of contribution after allow- 
ing for tax savings of 5.8 percent as against the carriers 3.48 percent. 

Mr. Harris. Do I understand the contention is that with the pro- 
vision of section 5 of the bill the employee would pay 5.8 percent of his 
wage and the employer, because of the income-tax deductions, would 
pay 3.48 percent ? 

r. Scnornr. That is correct, assuming in both cases they have 
enough income to be taxable. It would unquestionably be true in both 
cases. There are carriers who have no taxable income and there are 
employees who have no taxable income. 

Mr. Dotiineer. In most instances the carrier would have an income 
that would be taxable ? 

Mr. Scuoene. I should say that over the long run that would be 
generally true. 

Mr. Dotirnerr. And the carrier over the long run can carry the 
years that he has lost in his business as a deductible item on future in- 
come and the employee cannot do it at any time. 

Mr. Scuoens. I think that is correct. I am not an expert on income 
taxes, but I do understand there is a carry-forward provision with re- 
spect to losses in operating income. 

I do want to mention at the present time the carriers enjoy certain 
other tax advantages which avoid the payment of income taxes in a 
number of cases currently. I have in mind particularly the provisions 
for rapid amortization of so-called defense equipment. 
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In other words, the railroads have been permitted to acquire certain 
items of standard equipment which has been considered necessary to 
the national defense and which they are permitted for income-tax 
purposes to amortize in 5 years even though the equipment may last 
for 20 or 30 or 40 years. 

And as a result of those tax advantages some carriers that are 
making money currently are not paying income taxes. And, of course, 
they would not be getting this 52-percent tax saving. 

But over the long run those things will even out and as Congress- 
man Dollinger has suggested, the odds would favor the carriers having 
a taxable income as against the individual employees. 

The principles that I have been discussing have been recognized, as 
I think was testified this morning, by both England and Canada and 
under their system of income taxation compulsory contributions to 
retirement systems are excluded from taxable income. 

We feel that we can justifiably follow the same principle here. 

Now, some concern has been expressed as to the loss of revenue to 
the Federal Government as a result of a provision such as section 5. 
Mr. Harper was asked when he was on the stand this morning as to 
whether there had been any estimate of the amount of loss in revenue 
to the Federal Government through that provision. Mr. Harper used 
a figure of $60 million as an absolute maximum and expressed the 
opinion that the amount would be much less than that. 

I would agree with Mr. Harper in that respect. I know of no really 
reliable way of estimating the amount of revenue involved. 

I do know that at most it could not amount to more than one hun- 
dred thousandth of the Federal revenue. 

Mr. Hate. You mean of the total Federal revenue ? 

Mr. Scuorne. Yes. It could not amount to more. 

In other words, in the fiscal year 1954, the total receipts of the 
Treasury were about $75 billion, $75,800,000,000. After exclusion of 
social security taxes, or appropriations to the Federal old-age and’ 
survivors trust fund, they came to $67,680,000,000. 

The amounts here involved of taking the most exaggerated view 
would be millions as compared to billions. 

Now, the reason I say that there is no reliable way that I know of 
of estimating what these losses in revenue might be, is that I do not 
think anyone has any reliable means of knowing ! 

Mr. Hate. Has this provision of the bill been discussed with the. 
Treasury at all? 

Mr. Scuorengz. Not to my knowledge. 

Mr. Harris. We were to have a report from the Treasury today, 
but I do not think it has arrived yet. Did you not say a moment ago 
that the deduction to the employee would be 1.3 percent ? 

Mr. Scuoene. 1.45, if he has income subject to taxation. But, you 
see, the difficulty in estimating what the actual revenue loss would 
be comes down to this: 

We have a good many people working at the minimum rate which 
is now around $1.65 an hour. 

Mr. Harris, That is how much on an annual basis, approximately ? 

Mr. Scuoens. If the individual is fully employed that would come 
to rouglily $3,200, a little bit more perhaps. 

Now, if the individual has a wife oa 3 children he has,4 exemp- 
tions which immediately take $3,000 of that $3,200 out, and if he 
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takes even the standard 10-percent deduction he has no income that 
is subject to taxation. 

Now, I have no way of knowing and I don’t believe anyone else 
has any way of knowing, as to the personal exemption among em- 
ployees. 

Mr. Harris. Do you have information as to the average age of rail- 
road employees ? 

Mr. Scuoene. I do not have at my fingertips. Information like 
that is available, however, and if the committee would like to have it, 
I will undertake to get it and supply it. 

My impression is that the average age is an age somewhere between 
40 and 45. But I would not want to give you a figure without look- 
ing it up. 

Mr. Harris. If you can supply that information, I think it would 
be helpful for the record. 

Mr. Scuoenr. I will be glad to find it and make it available to the 
committee. 

(Mr. Schoene later stated that the best available information indi- 
cates the average age of railroad employees in active service is 42 
ae at figure has been furnished by the Railroad Retirement 

oard. 

Mr. Dotirncer. You say the average earnings were $3,200 for the 
average railroad employee; is that correct ? 

Mr. Scuornr. No, that is not an average figure. That would be the 
figure, approximate figure, for full-time employment at the lower 
rates of pay. 

Mr. Dotirncer. What would that have been on his pension? The 
additional payment would be what, on a yearly basis? 

Mr. Scuoenz. It would be 1 percent additional, which would be 


2. 

Mr. Dotirncer. $32, if he was taxable he would still be the lowest 
bracket ? 

Mr. Scuoene. That is right. 

Mr. Doturncer. What would his tax rate be? 

Mr. Scuorne. Twenty percent is the minimum income-tax rate at 
the present time. 

r. Dotirncer. So the only saving he would get out of this would 
be approximately $6? 

Mr. Scuornr. That would depend, of course, on how much exemp- 
tion he has. 

Mr. Doiurncer. We are taking the basis he has no exemption and 
he had to pay on that. That could not be, of course, the exact figure, 
because in most instances you would find that the individual making 
that little money, would have no tax problem at all. 

Mr. Scuornr. That is right. 

Mr. DotiriNncrr. So, if the person was in a higher bracket, he still 
would not have more than $6 saving on the basis of a year. 

Mr. Scuorns. In any event, he would have a single exemption of 
$600. 
Mr. Dotrrncer. I do not believe any individual would have a tax 
problem of saving more than $6 a year. aA Ae oft 

Mr. Scuoenz. I am afraid the way you are doing it it would be 60 
rather than 6. 
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Mr. Dotiincer. No. If he pays $32 to the pension fund on that basis 
of 1 percent—I am talking about this 1 percent—he could not save 
more than 5 or 6 dollars a year. That is all we would be giving him. 

Mr. Scuoenr. I think that is correct, after you offset the additional 
tax. 

Mr. Dotirneer. In many instances there would be no payment at 
all to the Government. 

Mr. Scuoene. That is right. 

Mr. Dotirnger. And you compare this with what the carrier is 
getting at this particular time without benefit of any legislation. 

Mr. Scuoenr. I certainly agree with that, Mr. Dollinger. There 
is a third factor that I wish to call to the committee’s attention that I 
think is very important in considering the equities involved in section 
5 of the bill. 

Inmost other industries, or in a great many other industries let me 
say—I do not want to say the majority necessarily, but certainly 
very prevalently in other industries—pension systems have been set 
up through collective bargaining and otherwise, supplemental to the 
the basic old-age protection provided by the social security system. 

The actuaries who have been active in the setting up of those sys- 
tems have informed me that there is a very definite and positive trend 
to setting those systems up on a noncontributory basis. In other words, 
financed entirely by the employers. 

In those instances the employers in other industries, just like the 
railroads with respect to their railroad retirement tax, deduct those 
payments as a business operating expense and realize a saving of 52 
percent of it in their corporate income taxes. 

I had hoped that I would be able to present to the committee some 
comprehensive information showing exactly to what extent that has 
been going on. My attention was initially directed to it by Mr. George 
Buck, who is the nominee of the labor organizations to the actuarial 
advisory committee and who is one of the leading people in this coun- 
try engaged in setting up systems of that sort. 

I cannot say that I have exhausted all the possible sources of com- 
prehensive data on it, but according to my preesnt information the 
most extensive investigation of the subject has been made by the office 
of the actuary of the Federal Security Administration, and I have 
talked with the people there who have gone into the matter and they 
tell me according to their studies pension systems of this sort set up 
prior to World War II were predominantly on a contributory basis, 
but during the course of World War II, through the combined im- 
pact of restrictions on permissible wage increases when other forms 
of compensation were being studied, and the increase in corporate 
taxes, it resulted in a very sharp movement toward setting such sys- 
tems up on a noncontributory basis, and while the end of wage con- 
trols resulted in that tendency being less marked after World War 
II, the impact of the tax-saving feature is still very definitely evident 
and employees in other industries, who are not committed as we are, 
to -the:50-50 division, are enabled to negotiate the supplemental pen- 
sion system with the employer paying the entire cost and realizing a 
52 percent saving. 

So I think that, too, is a factor that needs to be taken into considera- 
tion in judging the equity of section 5 of the bill. 
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I think it might be entirely feasible if we were not so pressed for 
time to make the same kind of arrangements with the railroad carriers. 

Naturally, they would expect some quid pro quo if we asked them 
to pay the entire cost, but assuming that we were able to arrive at some 
arrangement with the carriers by which this railroad retirement 
system were financed entirely by carrier payments, certainly Congress 
would not appropriately say to us, “We will not provide for that be- 
cause that means that there would be a tax saving in the corporate 
income tax and the consequent loss of Government revenue.” 

Such an arrangement would be entirely equitable and T don’t think 
anyone in Congress would object to it on account of the loss of revenue. 

Now what we are proposing here is less advantageous to the em- 
ployees and less costly to the Government through revenue losses. 

That, I think, Mr. Chairman, covers the subject matter that I wanted 
to discuss with you. I am sure members of the committee have ques- 
tions that they would like to ask and I am now prepared to answer 
them to the best of my ability. 

Mr. Harris. Thank you, Mr. Schoene. We have been interrupting 
you all along. I do not know if there will be too many questions 
remaining. 

Are there any further questions ? 

Mr. Fiynv. Mr. Schoene, while you were discussing the matter of 
contribution and tax arrangement, our attention was brought to sec- 
tion 12 of the Railroad Retirement Act as now written, which 
provides: 

No annuity or pension payment shall be assignable or be subject to any tax or 
to garnishment, attachment, or other legal process under any circumstatices 
whatsoever, nor shall the payment thereof be anticipated. 

As I understand it, there may be a general provision in the Internal 
Revenue Code that if the contribution or dues is for tax purposes, that 
the proceeds of such an annuity then at least a part of the benefits 
become taxable within the meaning of the Internal Revenue Code. 

Are you familiar enough with that to pass comment on it? I am 
not making that as a statement. I am asking that as a question. 

Mr. Scuornr. I want to say this with a great deal of lack of con- 
fidence because I am not a tax lawyer, and I am not too familiar with 
the provisions of the Internal Revenue Code. 

My understanding is that with respect to retirement annuities in 
general the contributions made or the premiums paid for a retirement 
insurance policy are not deductible from current income, but that the 
annuity received upon retirement is not taxable until the individual 
has recovered in benefits an amount equivalent to what he paid in. 

That, however, is not the case with respect to social-security benefits. 
Although the Social Security Act does not have a provision directly 
comparable to section 12 of the Railroad Retirement Act, it does con- 
tain a provision against assignment, garnishment, et cetera, to some 
degree comparable and I am informed that since 1942 the Bureau of 
Internal Revenue has held that under that provision social-security 
benefits are not taxable, just as railroad retirement benefits are not 
taxable under the railroad retirement law. 

Mr. Fiynr. That, however, is on the theory that the employees’ 
contributions to social security are not deducted for tax purposes. 

Mr. Scuoene. That is right. 
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Now, I might. say this, Mr. Flynt: If we had to choose between 
section. 5. of the bill and section 12 of the present law insofar as in- 
come taxes are concerned, I think undoubtedly we would be willing 
to give. up section 12 so far as the tax provision is concerned, rather 
than to give up section 5 of the bill. ° 

The reason I say that is this: Individuals over the age of 65 get 
double personal exemptions under the income tax law now. So that 
if you have an individual who is over the age of 65-and he has a wife 
over the age of 65, their combined exemptions are $2,400, which is 
more than virtually any of them would get by way of annuities. 

Now I am not suggesting that it would be equitable to ask us to 
give up section 12 insofar as taxes are concerned. It has been a prin- 
ciple that has been both in the Railroad Retirement Act and the 
Railroad Unemployment Insurance Act as long as either one of them 
has been on the books, but those benefits are not subject to garnish- 
ment, assignment, execution, anticipation, or taxation by either the 
States or the Federal Government. 

I think it is a sound principle and we ought not to be asked to 
give it up. 

The amount of revenue involved for the Government is very in- 
significant when you consider the tax exemptions, but the principle 
is Important to us. 

Mr. Fuynt. I was not suggesting that you be asked to give it up. 

Mr. Scnoene. I understand that. 

Mr. Fiynt. I was just suggesting the possibility that the Internal 
Revenue Code as now written, and which is under the jurisdiction of 
another committee, might by operation have one law take away the 
benefits that you now enjoy under section 12 and I was interested to 
learn of your position, speaking for the organizations which you 
represent, as to what your attitude would be in the event the opera- 
tion of existing law or future law should bring about that question 
which I am raising. 

Mr. Scuoene. I think that is a very pertinent observation, and I 
am glad that you mentioned the matter of the jurisdiction of another 
committee. 

Of course, you are referring to the Ways and Means Committee. 
I had meant to speak of that. I realize that there may be some con- 
cern about whether this committee should properly consider section 5, 
or whether that should be a matter for the Ways and Means 
Committee. 21 

And I want to point out to you that this committee has traditionally 
and consistently, ever since 1937, considered all amendments to the 
Railroad Retirement Taxing Act, which is what section 5 amends. 

Furthermore, section 12 of the present Railroad Retirement Act, 
which is a straight tax exemption from income tax, was considered 
only by this committee and was enacted upon the recommendation of 
this committee. 

Mr. Harris. And when was that ? 

Mr. Scuoene. That was in 1937 when the act was first passed. 

Mr. Fiynt. With this exemption, that section 12 as now written 
is in basic accord with the Internal Revenue Code on this particular 
subject. 
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If the contribution.of taxes applies to the Railroad Retirement Act, 
2s how written, then section 12 which exempts it from taxes is in ac- 
cord with the Internal Revenue Code. 

Mr. Scuoene. It is not the same treatment that is accorded to other 
pee of retirement income, as I understand it, and as I outlined be- 

ore. 

The other forms of retirement income are only exempt from tax until 
the amount realized equals the amount 

Mr, Fiynv. That is the recapture provision where there is no tax on 
that portion which is return of contribution. 

Mr. Scnoenr. That is where the contributions are taxed. 

Mr. Fiynr. That is right. 

Mr. Scuorenz. Then as a result the retirement income is exempted 
from tax until that has been recaptured. 

I might also remind the committee that so far as section 12 is con- 
cerned, that was rewritten last year after consideration by this com- 
mittee again because in the enactment of the Internal Revenue Code 
of 1954 there had been what we thought at least was an inadvertent 
change which might subject the annuities not to taxation, but to levy 
of execution for Federal income-tax purpose, and at our recommenda- 
tion last year you rewrote section 12 to make it clear that that was not 
the effect of the 1954 code. 

Mr. Harris. I do not believe I fully understood the explanation. 
You say the Ways and Means Committee rewrote section 12 last year ? 

Mr. Scuoenr. No, this committee did. 

ren Section 12 has been in the act since the act was passed 
in 1937. 

Mr. Scuoenr. But it was rewritten last year to make certain that 
it had not been modified by the Internal Revenue Code of 1954. 

Mr. Harris. Mr. Hale. 

Mr. Hate. Mr. Schoene, I think it was Mr. Harper this morning 
who said he was in favor of H. R. 9065 with section 5 included, but he 
would not be in favor of it if section 5 were omitted. Now how would 
you answer the same question ? 

Mr. Scuoene. Yes, Mr. Hale, our position would be the same as 
Mr. Harper’s. We feel that the three points involved in this bill are 
inseparably related to each other. You cannot increase the benefits 
without raising the revenue to defray the additional cost. 

Mr. Hate. In other words, you do not want the bill if you cannot 
have section 5? 

Mr. Scuoene. That is correct. 

Mr. Hatz. Does the bill with section 5 jeopardize the actuarial 
soundness of the fund ? 

Mr. Sonorne. It does not, Mr. Hale. I think Mr. Harper covered 
that in some detail this morning and I followed his testimony with 
considerable care. 

I agree with him completely. The Railroad Retirement Board 
actuarial staff has given us a memorandum in which it is estimated 
that these increased benefits would cost 2.3 percent of payroll and, of 
course, the additional revenue raised is only 2 percent of payroll. 

Now, the crux of the matter that you are addressing yourself to, 
Mr. Hale, lies in the fact that in those estimates of 2.3 percent of 
payroll there is included, as Mr. Harper testified this morning, thirty- 
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three one-hundredths of a percent of payroll as an allowance for so- 
called accelerated retirement. 

Now, I have no quarrel with the basic principle of the actuaries 
that as you increase the amounts of benefits you tend to make re- 
tiremént more attractive and thereby might stimulate retirement 
at earlier ages. 

Mr. Hatz. Is that a good thing to do? 

Mr. Scuogrnr. Is shes a good thing to do, Mr. Hale, to retire at 
earlier ages, or to make allowance for it ? 

Mr. Hatz. Stimulate retirement at an earlier age? 

Mr. Scuoens. Personally I do not think so, and I do not think that 
annuities of $118 a month would have that effect. 

As I said, I don’t disagree with the theory of the actuaries that 
as benefits increase you tend to stimulate retirement at earlier ages, 
but any consideration of that kind is bound to be a relative matter, 
relative to the cost of living, relative to the amount of wages to be 
earned by continuing in employment. 

All these organizations only last year negotiated wage-increase 
agreements. The nonoperating employees whom I represented in 
those negotiations increased wages by approximately $25 a month and 
the operating organizations made varying agreements, but equally 
favorable to the wage earner. 

Now, I just do not believe that after you have just finished in- 
creasing the pay an individual can earn by remaining in employment 
by around $25 a month, that you are going to make him retire by giv- 
ing him $15 a month more retirement pay. I just do not think it 
has any effect at all, and I think the allowance of thirty-three one- 
hundredths of a percent in the cost estimates made by the actuarial 
staff can be simply taken out of the estimate and when you do that 
the cost would come to 1.97 percent whereas we are raising revenue 
of 2 percent which will just a little bit more than cover the cost of the 

nefits. 

Mr. Hate. The individual railroad employee under this bill would 
bey. mepetons tax to the extent of 1 percent on his pay; is that right? 

r. Scuornr. That is correct. Up to $350. 

Mr. Hate. Under section 5 he would get a substantial advantage 
on his Federal income tax ¢ 

Mr. Scuoene. Provided he has enough income to be subject to Fed- 
eral income tax. 

Mr. Hate. In many cases the advantage he would get under sec- 
tion , would be greater than the extra 1 percent of the tax, would 
it not 

Mr. Scuoene. Yes, the maximum he could get under section 5 
would be an offset of 1.45 percent, assuming he is in the 20 percent 
bracket as those who would be taxable would be as against the 1 
percent, that. would represent the increase in his retirement. 

Mr. Hate. As I recall the maximum tax base used to be $300 a 
month. 

Mr. Scuorenr. It was until the middle of 1954. It is now $350. 

Mr. Hate. We increased from $300 to $350 in 1954? 

Mr. Scuoene. That is right. 

Mr. Hate. Now do you consider that the fund is actuarially sound 
today ? 
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Mr. Scuorne. That is a rather difficult question to answer, Mr. 
Hale. The last valuation shows that an apparent cost of 14.13 per- 
cent. 

The present rate of taxation is 1214 percent. That indicates an ap- 
parent deficit of 1.63 percent. 

Now, as I stated in the opening part of my testimony, the associa- 
tion I represent is not alarmed at that condition because these cal- 
culations are made on the basis of perpetuity and perpetuity is a 
long, long time and we have seen repeatedly changes in economic 
conditions which cause apparent discrepancies like that to disappear. 

I think the best I can do in answering your question, Mr. Ha e, is 
to say that it bears watching and that we have to be careful of it, 
but we do not feel that it is a condition that requires remedial action 
at this time. 

Mr. Hate. Have you seen this report of the Bureau of the Budget? 

Mr. Scuoene. I have not. 

Mr. Hate. It has just been handed to me. 

Mr. Scuoenr. I have not seen the Bureau of the Budget report. 

Mr. Hate. They say: 

The railroad-retirement program is already operating at an actuarial deficiency 
of $86 million a year. This situation occasioned a warning in the 1955 actuarial 


evaluation that an increase in the revenue is needed if the system is to be main- 
tained on a sound reserve basis. 


Quoting again: 

The time when disbursements will exceed taxes is imminent. 

The net effect of H. R. 9065 would be to increase this operating deficiency 
to about $103 million a year— 
from $84 million a year. 

Mr. Scuoens. I have just been handed a copy of that report, Mr. 
Hale. Of course, the $86 million is merely a translation into an an- 
nual figure of 1.63 percentage of payroll that I have already indi- 
cated. 

The statement that that would be increased to $102 million per 
year is in my opinion erroneous because, as I have already explained, 
that computation includes an allowance of thirty-three one-hun- 
dredths of a percent of payroll for supposed acceleration in retirement 
rates which I do not think this bill will provide. 

Mr. Hate. I say that the deficiency was predicated on a supposed 
acceleration of retirement which you think is a hypothesis contrary 
to fact. 

Mr. Scnuoene. That is right. Actually I think the presently indi- 
cated deficiency will be slightly reduced rather than increased by the 
enactment of the bill. That is three one-hundredths of 1 percent. 

I might say that in connection, Mr. Hale, that we have some ex- 
perience on the effect of increasing benefits as to what it does to 
retirement rates. The average age of retirement in 1949 was 67.5 
years. It remained at that rate through 1950, and 1951. : 

In 1951 you enacted legislation increasing the benefits by approxi- 
mately 15 percent and in 1952 the average age at retirement was 67.9 
years, or in other words, a little later retirement than had been the 
experience for the preceding years. | 

r. Hatz. Say the 2 years ago again. 
Mr. Scuoene. 1949, 1950, and 1951, the average was 67.5 years. 
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_ Mr. Harris. The average age of what? 

Mr. Scuorne. At retirement. 

Mr. Harris. 67.5? 

Mr. Scuoeng. Yes. 

Mr. Harris. That is 1949-50? 

Mr. ScHorne. 1949, 1950, and 1951. 

Mr. Hate. That is the 3-year average. 

Mr. Scuorns. That is the average for each of the 3 years. It re- 
mained constant during those 3 years. 

Now, you increased benefits by approximately 15 percent in 1951. 

Mr. Hatz. And they still do not retire any earlier? 

Mr. Scuoene. In fact, they retired a little bit later the following 

ear. 
' Mr. Hatz. Have you the 1955 average ? 

Mr. Scuorns. Yes, it was 67.7 or again slightly older than for the 
3 years preceding the 1951 amendment. 

Mr. Hate. They are saying at work about 214 months longer? 

Mr. Scuorne. That is correct. I can give you the figures for the 
intervening years. 

In 1952, it was 67.8, as I have already said. 

In 1953 is was 67.8; 1954, it was back to 67.9; and in 1955 it was 
67.7. 

Mr. Hate. In other words, from 1951 it went up to nearly 68, and 
now it has dropped back down to 6734, approximately. 

Mr. Scuoenr. That is right, but it has never gotten back to the 
671% that it was before the enactment of the 1951 amendment. 

Mr. Harris. Mr. Rogers. 

Mr. Rogers. Mr. Schoene, I think I understood you a minute ago 
to say that if you had your choice between section 5 of this act and 
section 12 of the Railroad Retirement Act, that you would give up 
section 12 of the Railroad Retirement Act and accept in lieu thereof 
section 5 of this bill; is that correct ? 

Mr. Scuorner. That is so far as the Federal income tax is concerned. 

Now, section 12 includes much more than nontaxability. It includes 
protection against garnishment, assignment, and anticipation, and so 
forth. But simply from a tax standpoint, it would be more advan- 
tageous to us. 

Mr. Rocers. I think the reason for that is very obvious. A man is 
getting, say, $1,200 a year as retirement and obtains a job that pays 
him $3,000 a year. The $2,400 exemption that he and his wife would 
be entitled to for being above the age of 65 could be applied against 
the $3,000 because his $2,400 would already be exempt, would it not ? 

Mr. Scuoene. I think that is correct. 

Mr. Rocers. That would mean he would have actually overall ex- 
emption of $3,600 as against a $4,200 income. 

Mr. Scnoene. That is correct. 

Mr. Rocers. He would be a bad trader if he did not accept that. 

What I am thinking about is this: The thing that concerns me 
about this provision, section 5, is the effect it might have in setting a 
precedent in regard to these types of funds or programs. What do. 
you think about that? I would like to have your views on it. 

Mr. Scnoene. Well, I am very glad to comment on that, Mr. Rogers. 
I know that some concern has been expressed that if this provision is 
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enacted into this bill that then inevitably and without any possible 
deviation, it would necessarily follow that the same consideration 
would have to be extended to social-security payment, then the loss 
in revenue which I have pointed out so far as this bill is concerned as 
insignificant would become significant. 

Now, I do not represent the people on social security. If I did, 
perhaps I would be asking for the same consideration for them. 

But if I did represent them I certainly would not feel that the 
enactment of section 5 of this bill had made my case for me because I 
think that there is a very substantial difference to be drawn. 

We have in the railroad-retirement system what I think has been 
very properly described as a combination of a basic social-security 
system and an industrial-pension system. They grew out of the 
special needs and conditions of the railroad industry and there are 
historic reasons why the 2 functions are combined in 1 integrated 
piece of legislation, but through our social security minimum and 
through the financial interchange that we have with the social- 
security system, we have basically in the railroad-retirement system 
the same basic social-security system that is embodied in the Social 
Security Act, plus an industrial-pension system. 

Now, very generally, in other industries social security is supple- 
mented by negotiated or voluntary industrial-pension systems. The 
employees subject to those systems have the opportunity to negotiate 
for putting them on a noncontributory basis and having them financed 
entirely by the employer. 

If you assume, for example, that our present system is the equiva- 
lent of a 2 percent of payroll contribution to the general social- 
security system on the part of the employees plus 514 percent for an 
industrial-pension system, which is what it would be under this bill, 
making a total of 714 percent, if that were translated into its 2 parts 
on a noncontributory basis, so far as the industrial-pension system 
was concerned there would be corporate tax savings of 52 percent on 
that 514 portion that constitutes the industrial-pension system. or 
total tax savings of 2.73 percent compared with the 1.45 percent that 
we are proposing in this bill. 

Now, that applied to the railroad payroll of, say, $5,100,000,000, 
which is probably what this year’s taxable payroll will be, at least it 
will be in that vicinity, would mean tax savings of $139,230,000 as 
compared with the $60 million that Mr, Harper estimated as a maxi- 
mum under the bill that is here before you. 

So, while it is not my purpose to lay any obstacles in the way of 
people covered by Social Security seeking the same kind of treatment, 
I think it is only fair to the people I represent to say to you that in 
my judgment the enactment of section 5 does not mean that the Con- 
gress will have to extend the same principle to the Social Security 
because we have a different situation here. 

Mr. Rogers. Just one second. Do not misunderstand me. I have 
never criticized anybody for representing the people they represent. 
I think it is a great thing that they do. 

But the thing that occurred to me is this: We can explain as you 
have, but when we get it all explained we come back to the same place 
we started from and we run into the proposition where a fellow says, 
“Why do you do this? You won’t allow me to deduce 5 percent of 
my income to pay for a life-insurance program to set me up a program 
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of my own.” That is the kind of thing we are going to have to answer. 

Mr. Scuornr. You have that yroblian right now. There are bills 
in Congress which would take care of people like me and permit me 
to set up some retirement benefits which I don’t have. 

Mr: Reaxrrs. One reason I had this in mind is because I was a prac- 
ticing attorney before I came to Congress and I realize the situation. 
I mean, those are the questions that we are going to have to answer. 

Then you are going to run into the teacher retirement programs, 
you are going to run into the voluntary programs of different indus- 
tries; you are going to run into programs where the employees are 
allowed to contribute to an insurance plan against disability, 

I was bringing those things up because if you know a good answer 
to it, I would like to have it. 

Mr. Scuorene. You know, if I may take just a moment to tell you 
a little story, I think maybe I can illustrate my point. 

There is an old story about a commuter who was riding on a com- 
muter’s train and the fellow sitting across the aisle from him said, 
“What time is it ?” 

He said, “I am not going to tell you.” 

So the fellow said, “Well, now, that is an awful attitude to take. 
Why won’t you tell me what time it is?” 

“Well,” he said, “that would not be the end of it. If I told you what 
time it was we would get in a discussion about other things and prob- 
ably by the time we get to my stop we would not be through discussing 
it and I would ask you to stop off with me and have dinner at my 
house and I have a lovely daughter. You would be sure to fall in 
love with her and then you would want to marry her and who wants 
a son-in-law that cannot afford a watch :” 

I think in all these things you will have to draw the line. 

The fact that you tell somebody the time of day does not mean 
you are going to have a son-in-law who cannot afford a watch. 

I would readily agree that*some of the considerations that I have 
stated here in support of section 5, particularly the fact that it is an 
expense of holding your job, are equally applicable to any other com- 
pulsory retirement system but as I have also pointed out there are 
major differences, particularly in the fact that the railroad retire- 
ment system is a combination of a basic social security system and an 
industrial pension system, which I think makes it unique. 

There is no other system that I know of that quite fits that pattern. 
Civil service does, to some extent. Teachers retirement systems do to 
some extent, but none of them as completely as the railroad retirement 
system does. 

I think a valid distinction can be drawn. 

Mr. Rogers. Thank you, sir. I yield to Mr. Flynt. 

Mr. Fiynt. In pursuing that question a little bit further, Mr. 
Schoene, where can the distinction be drawn? Would you cut it off 
at the Railroad Retirement Act and deny the privilege to any other 
group of citizens, or would you say, “Well, we will go one step further”, 
and finally one step further until it applies across the board, which 
means a general income tax increase for everybody ? 

Mr. ScHoene. So far as this committee is concerned, I would say 
you can stop with the railroad retirement, that is your concern, and 
I do not think that by establishing this principle on the basis of its 
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being right and fair for the railroid employees and being required to 
meet the current necessities of the railroad retirement system, that you 
are thereby committing Congress to any further step. 

Mr. Fiynt. Except this; that we wear two hats. 

Mr..Scuorneg. I know, you have constituents of various sorts. 

Mr. Fiynr. We wear two hats. We are members of this committee 
and we are also Members of Congress. 

Mr. Scuornz. That is correct. 

Mr. Fiyntr. And while consistency is not a necessary ingredient 
of being a Member of Congress, it is certainly a desirable attribute. 

Mr. Scnorne. As I say, it is not my purpose to argue that other 
people might not be entitled to similar consideration. But what I do 
say to you is that if they want such consideration it is up to them to 
come to the appropriate committee that deals with it and make their 
case for that rather than to assume that merely because we have made 
a case for it here that thereby they are automatically entitled to it. 
I do no think any such assumpion need be made by the people involved, 
nor by this committe, nor by the Congress as a whole. 

Mr. Frynr. On the question of the false assumption which some 
witnesses before you have referred to, and you may have indirectly or 
directly referred to it yourself, that has been made by the actuaries and 
also perhaps by the Bureau of the Budget, then the question now arises 
if those assumptions are correct would you and the group represented 
by you be willing to impair the financial] and actuarial soundness of the 
railroad retirement fund in exchange for the additional benefits which 
the railroad employees will derive from this bill? 

Mr. ScHoenrt. We would not. It has always been our position that 
the integrity and soundness of the railroad retirement fund must be 
preserved. 

It is on that basis that I spoke in general opposition to the other 
bills that are pending before the committee and if we were convinced 
that this bill, the benefits provided by this bill would cost more than 
2 percent of payroll, we would triple the benefits to fit the financing. 

It is only because we are convinced that the 2 percent will cover 
these benefits that we advocate the enactment of the bill. 

Mr. Fiynt. Thank you very much. 

That is all. 

Mr. Harris. Mr. Wolverton ? 

Mr. Wotverton. The fact that I have introduced a bill similar to 
that of Mr. Harris, I take it, would be sufficient indication that I am 
interested in the legislation. 

Mr. Scuoenr. I am sure that is so, Mr. Wolverton. 

Mr. Woxverron. However, I have had presented to me from a re- 
tired employee this question which in a measure surprises me. For 
that reason I am going to ask you for the answer. 

Mr. Scuoene. I may not have the knowledge, either, Mr. Wolverton. 

Mr. Wotverron. If you do not have you have retrograded to an 
extent that I would not have believed possible. He said that H, R. 
9065, and that includes my bill, too, professes to give a flat 15 percent 
to retired employees and survivors. , 

Then he makes the comment that the bill will not do it in a great 
majority of cases. He says that 90 percent of them will have no in- 
crease at all under this legislation. 
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He also says there will be a great many of the railroad-retirement 
annuities in the low-wage bracket and they will have no increase at 
all.. Now what is the answer to that ? 

Mr. Scuoene. I think I covered that earlier, Mr. Wolverton. 

Mr. Wotverron. If you did, I apologize for asking it again. 

_ Mr. Scuoene. That is all right. I am entirely willing to refer to 
it again. ‘ 

In my description of the bill I stated that in general it does provide 
a 15-percent increase in benefits across the board and that is true. 

I mention also that there are three exceptions to that. One ex- 
ception is that we do not propose to increase the overall social-security 
minimum by 15 percent. You will recall that we have in the law at 
the present time a provision that the benefits shall not in any case 
be 'less than they would be if the railroad employment had been cov- 
ered by social security. 

Now the continued application of that principle does not require 
that they be 115 percent of what the social-security benefit would be. 

Consequently, we are not proposing an increase of 15 percent in 
that minimum. 

A second exception is that the Congress last year changed the ceil- 
ing on spouse annuities. That was $40 under the 1951 amendment. 
Between 1951 and 1955 the Social Security Act was amended to in- 
crease the amount of spouses’ annuities payable under the Social 
Security Act. 

Asa result, the Congress last year on our recommendation increased 
the ceiling on the spouse’s annuity from $40 to whatever amount might 
be the maximum spouse’s annuity payable from time to time under 
the Social Security Act. 

That amount is now $54.30 instead of the $40 that it was before last 
year’s legislation. 

In view of that recent increase in the spouse’s annuity we did not feel 
warranted in recommending to you at this time that that ceiling be 
again increased and consequently the bill does not embody any increase 
in that ceiling. 

The third exception relates to those minimum annuities which are 
now paid under the Railroad Retirement Act formula where the mini- 
mum is equal to the average compensation that the individual earned 
while he was in active employment. 

We did not feel that we could justifiably come to you and suggest 
that there be an increase in those annuities so as to raise the actual 
amount of retirement pay to exceed what the individual earned when 
he was actively employed. 

Now those three exceptions are going to have varying effects. Some 
people who are now getting the social-security minimum, which is in 
excess of what they would get under the Railroad Retirement Act, 
plus 15 percent, will not get any increase. 

In other cases the 15 percent added to the Railroad Retirement Act 
formula will bring them somewhat more than they are now getting, 
but not a full 15 percent more. 

But with the 3 exceptions that I have here outlined, the bill pro- 
vides 15 percent increase across the board and I think each of the 
3 exceptions represents a limitation upon what we could justifiably 
ask you to do. 


75199—56——14 
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Mr. Wotverton. Thank you. 

Mr. Harris. May I pick up right there on that question? Are 
you familiar with the statement which was filed with us this morn- 
ing by the Chairman of the Railroad Retirement Board ¢ 

Mr. Scuoene. Ihave not'seen it, Mr. Chairman. <A copy ‘has now 
been handed me. 

Mr. Harris. Will you turn to table 2. I believe it is the last page 
of the statement. Do I understand that there is a total of 654,500 
who are receiving benefits from the Railroad Retirement Board ¢ 

Mr. Scuoensr. That would be my understanding from this state- 
ment. 

Mr. Harets. Are all of those drawing from the railroad-retire- 
ment fund? 

Mr. Scuoenr. I think that would be what the statement indicates. 
That would be a combined total of retired employees, pensioners, 
spouses, aged widows, widowed mothers, children, parents, and joint 
and survivor options. 

Mr. Harris. Now look across at the end of the table. It shows 
then, out of a total of 654,500 ; 424,900 would receive increased benefits; 
is that true? 

Mr. Scuorener. Yes, I think that is right, 424,900 out of 654,500 
would receive increases. 

Mr. Harris. Which is a total of 65 percent. 

Mr. Scuorne. That is correct. 

Mr. Harris. Now, out of those who are drawing retirement an- 
nuities there is a total of 320,000 in accordance with this table— 
300,000 of that number would receive increased benefits ? 

Mr. Scuoene. That is right, or 94 percent of the retired employees. 

Mr. Harris. 94 percent of the total retired annuitants would re- 
ceive increased benefits ? 

Mr. Scuoene. That is correct, as I understand the table, Mr. 
Chairman. 

Mr. Harris. I think it is important to make the information sought 
by our colleague perfectly clear so that the railroad annuitants will 
not get the wrong impression. 

That impression is that the railroad employees and the railroads are 
going to have an increased tax, but they will not receive increased 
benefits. This is clear and concise information that 65 percent of the 
total of those on the rolls will receive increased payment and 94 per- 
cent of those who are receiving retirement benefits as retired employees 
will receive the increased benefits. 

Mr. Scuoent. I think that is right, yes, Mr. Chairman. I think it 
might be worth while particularly to emphasize the benefit to the re- 
tired employee, because among those who will not receive increased 
benefits, for example, you may have a substantial number of spouses 
who are now getting the maximum of $54.30. The spouse’s benefit 
may not be increased, but the retired employee, that is, the woman’s 
husband, will get the full 15 percent increase. 

Mr. Harris. Of course, we increased the maximum spouse’s benefits 
by about 30 percent in the last Sonnet 

Mr. Scuorne. That is right; a little better than 30 percent. 


Mr. Harrets. According to this table there would be an increase in 
retirement annuities of 14.9 percent, or an average of from $104.30 
to $119.80. 
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Mr. Scuoene. I think that is correct, Mr. Chairman. 

Mr. Harris. Now, what would be your comment with reference to 
the effect on railroad employees of the tax reduction? Going back to 
section 5, what would be your comment to the charge that the Federal 
Sen in effect would be subsidizing ‘the railroad-retirement 
system 

o Mr. Scuoreng. Mr. Chairman, I think the question of whether one 
calls something a subsidy is largely a matter of calling things names. 
Unless every deduction for income-tax purposes is to be considered a 
subsidy, I would not consider this provision in section 5 to be subsidy 
from the Federal Government. 

In other words, under present income-tax laws many items are de- 
ductible from gross income for tax purposes, including charitable 
contributions, for example. 

Now, I certainly would not consider it fair to say that the Federal 
Government is subsidizing the churches when it permits me to deduct 
from my taxable income any contributions I may make to my church. 

Nor would I say that they are subsidizing the railroads in per- 
mitting the railroads to deduct as an operating expense the contribu- 
tions they make under the retirement tax. 

Mr. Harris. Of course, that all leads me to this final question that 
has been in the minds of a number of colleagues—Mr. Rogers, Mr. 
Flynt, and Mr. Wolverton. 

As a fundamental principle the railroad-retirement fund is being set 
aside out of contributions, you might say, by the employee for his 
future benefit. 

Such is not the case in the other examples that you have given. 
What would be your comment about that ? 

Mr. Scuornr. My comment on that, Mr. Harris, is certainly this: 
It seems to me sound in principle that when an individual as a condi- 
tion of holding his job is required to contribute a certain amount of 
his earnings to a program of this sort, that it is not equitable to tax 
him at that time on that portion as though it were income. He does 
not currently enjoy it as income. 

If any argument were to be derived along that line, it would be an 
argument, it seems to me, more along the lines of what Mr. Rogers 
suggested, that if the contributions are not taxed as income then the 
receipt of the benefits perhaps should be. 

But as I said to Mr. Rogers, I think that is largely a matter of 
logic rather than of practical effect. 

he amount of income or revenue that the Government loses 
through not taxing these retirement annuities is very, very insignifi- 
cant, and the amount of income that the individuals, when they are 
retired, get in comparison with what it costs them to live is little 
enough that I do not think the policy now embodied in section 12 of 
the act should be changed. 

Mr. Harris. Well, thank you very much, Mr. Schoene. We appreci- 
ate your testimony. 

r. Scnorne. I appreciate the courtesy of the committee. It is 
always a welcome opporraney to appear before you. 

Mr. Rogers. Mr. Chairman, I want to make one correction. Mr. 
Schoene is giving me credit for mentioning the point that if you tax 
the deductions you should not tax the benefits and vice versa. I can- 
not accept that credit. I think that excellent point was brought up 
by another member. 
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Mr. Scuorne. I am sorry. I was confused. — 

Mr. Harris. Nevertheless, we have endeavored to explore every 
possible avenue of this entire proposal as well as many others that 
are before this committee. 

_ As always you come and give us a fine discourse and explanation, 
indicating again that you know the subject. 

Mr. Scuoene. I appreciate the compliment, Mr. Chairman, thank 


ou. 

Mr. Wotverton. Mr. Chairman, do I understand that the prepared 
statement of Mr. Kelly will be made a part of the record ? 

Mr. Harris. It has already become a part of the record. 

Mr. Wotverton. Those figures you referred to a moment ago as 
to the beneficiaries under this act, I take it, are in table 2 of this 
statement that he has already filed 

Mr. Scuorns. Mr. Kelly filed two statements in effect. This is in 
the nature of a report of the Railroad Retirement Board. Three 
members gave us a separate report for each member. That is in the 
record and then Mr. Kelly on behalf of the Board made his statement 
this morning. 

He filed his entire statement and gave a résumé of it to the 
committee. 

Mr. Wotverron. I just wanted to make certain that the table No. 2 
that you have referred to will be a part of the record because it, in 
addition to the questions that you have asked and which were taken 
evidently from that table and the statement that was made by the 
witness, really gives the full answer to the question that I asked that 
had been propounded to me. It gives it in a bit more detail. 

It is true, as you have stated, it shows that 424,900, or 65 percent now 
drawing benefits under the retirement system will draw increased bene- 
fits under the provisions of this bill and gives in detail the increase for 
those who are on retirement, pensioners, spouses, aged widows, and 
survivor option in each instance, showing the increase that they will 
receive. 

This seems to be an answer in great detail to a portion of at least of 
the question that I asked. 

I am very glad to see that that is a part of the record. 

Mr. Harris. I think it is important to call that information to the 
attention of not only all members of the committee, but to Congress 
and ohers who are interested, of course. 

Is Mr. Fain in the room? 

Mr. Fatn. Yes, sir. 

Mr. Harris. May I inquire how much time you might want to 
consume ? 

Mr. Farn. Not very much, sir. I think it will take 5 or 10 minutes. 
No more than that. 

Mr. Harris. Will it be convenient for you to be here tomorrow? 

Mr. Fatrn. Yes, sir. 

Mr. Harris. Thank you. 

I think in view of the time the committee will adjourn until 10 
o’clock in the morning, at which time Mr. Thomas Stack will be the 
first witness. 

(Thereupon, at 3:50 p. m., the subcommittee was recessed to re- 
convene at 10 a. m., Wednesday, March 7, 1956.) 


s 
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WEDNESDAY, MARCH 7, 1956 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND 
CoMMUNICATIONS, OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 1334, 
New House Office Building, Hon. Oren Harris (chairman of the sub- 
committee) presiding. 

Mr. Harris. The committee will come to order. 

When the committee adjourned yesterday, I announced that Mr. 
Thomas Stack of the National Railroad Pension Forum, Inc., would 
be the first witness. I was advised following that that Mr. Guy F. 
Fain, grand president of the National Association of Retired and 
Veteran Railway Employees, would require only about 5 minutes. I 
think perhaps in view of Mr. Fain’s situation that we should give you 
an opportunity now, Mr. Fain. 


STATEMENT OF GUY F. FAIN, GRAND PRESIDENT, NATIONAL ASSO- 
CIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES, 
GLENDALE, OHIO 


Mr. Fary. Thank you, Mr. Chairman. I will try to be as brief as 
I possibly can. 

Mr. Chairman and members of the committee, when I got notice to 
appear or that the hearings were to be held on the 24th of January, I 
filed a brief at that time on the dual benefit restrictions for the spouses. 
In that statement I also stated that due to the fact that the brother- 
hoods have not presented their bill, I would withhold any furher 
comment. 

Mr. Harris. Mr. Fain, do you desire that the statement that you 
sent in at that time be made a part of the record ? 

Mr. Farn. Yes, sir. I have 48 local units throughout the United 
States, and they all wrote in and asked me to present a brief on the 
dual benefit restrictions. That is what I did when I heard from the 
clerk that you were going to hold these hearings on the 24th of 
January. 

Due to the fact that the brotherhoods had not presented their bill, 
or yout bill, rather, I withheld any comment and did not make any 

rief. 

Mr. Harris, I have your statement here now, and it will be included 
in the record. 

Mr. Fatn, I appreciate that very much. 
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(The statement is as follows :) 


NATIONAL ASSOCIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES 
Statement of Guy F. Fain, grand president 


Mr. Chairman and members of your committee; my name is Guy F. Fain 
and my home address is Glendale, Ohio. My presence before your committee is 
that of grand president of the National Association of Retired and Veteran Rail- 
way Employees, an organization national in scope with units located throughout 
the United States, and recognized by the standard organizations with which we 
cooperate. 

Our organization is regularly constituted and is goverened by a constitution 
and bylaws. The business of this organization is conducted by legally elected 
officers, chosen by delegates from each local unit in regular convention assembled, 
and it is a nonprofit organization. 

I am appearing before your committee in support of H. R. 3416 and similar 
bills. 

When H. R. 356 was before your honorable committee and later became law, 
we were at that time under the impression that H. R. 356 would cover the 
dual benefits of spouses and widows; and, when it was learned that it did not, 
naturally it was a great disappointment to thousands of them. 

When 8S. 2930 was discussed'and later became law, again we were disappointed 
to learn that this bill only provided dual benefits to the wives and widows who 
had paid into the Railroad Retirement Act. 

In reviewing H. R. 4744, we find again that this bill does not provide for 
the spouses who had paid into Social Security and who are now deprived of the 
dual benefits. Therefore, we are asking that H. R. 3416 or similar bill be 
adopted. 

There are several reasons why the proposed changes should be made: 

(1) It is plain discrimination to pay an individual the maximum allowance 
who has never qualified under Social Security benefits and to deny others who, 
for economic reasons, were compelled to work and did earn Social Security 
benefits. 

(2) It has created inequities otherwise, as other Government agencies ani 
employees in other industries, no such provisions are made—both are paid. 

There are about 3,500 spouses whose annuities are reduced because they are 
entitled to old-age Social Security benefits, and about 1,000 annuitants termi- 
nated by computing the lump sum payments as such were reduced to minimum 
or less than $2.50 per month. Some so reduced have since been restored since 
amendments of 1955, effective September 1, became law. This data received 
from the Railroad Retirement Board. 

These annuities were granted to wives principally whose husbands were re- 
tired on low pay and received annuities in the lower bracket, which were in- 
adequate to meet the increased high cost of living. Most all eases necessary for 
the wife to earn something to care for themselves, and quite a number of infirm 
husbands. They are hard hit. 

Mr. Horace W. Harper, a Board member, calls attention in his minority re- 
port at hearing on H. R. 4744 and similar bills: “The removal of inequities 
from the retirement system is a policy which the Congress adopted last year 
(1954) in the belief that the elimination of inequalities justified the additional 
cost” (see page 7, items 3, of the above-mentioned report). It is pointed out 
in his argument in 1951, when the greatest single liberalization of benefits 
was made, a deficit then existed of 1.93 percent, while the enactment of H. R. 
4744 would create a deficit of 1.40 percent. The amendments did not increase 
the deficit anything like the 1951 figures. The same cry and type deficit went 
up in 1948. It is very noticeable that the Board’s Actuarial Report has always 
been overconservative and overestimated disbursements considerable—these 
claims based on cost-level basis. 

Striking out the language*in the third proviso of subsection (e) of Section 2, 
on page 9, of the Railroad Retirement Act, following the word “Act” in line 
23, would correct this injustice. 

Our reason for asking this amendment is to correct the same injustice to spouses 
that was corrected to employee annuitants by enactment of H. R. 356 in June 
1954, by the 83d Congress into Publie Law 746, and again corrected in H. R. 
4744 enacted into public law, applicable to survivors, principally widows of 
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employees, who had earned Social Security benefits in their own name, denied 
payment under section 5 (g) of the Railroad Retirement Act, paragraph 2. The 
principles are identical. 

The same basic principle is involved in denying spouses these just, dual pay- 
ments.. We cannot understand why the discrimination.. The cost is small com- 
pared to other like inequities corrected in 1954 and 1955, as cited. We ask that 
you strike out the language cited in this submission and thus grant relief to 
oa aged and deserving people. It will not jeopardize the railroad retirement 

‘und. 

Referring to analysis of the financial statutes of 1954-55 fiscal year, we find 
that after some benefits were increased considerably by amending the Railroad 
Retirement Act and some increased by the guaranty of not receiving less than if 
computed under social security, the reserve fund was built up some $128 million 
at the end of the fiscal year. 

There are a number of bills introduced in House and Senate calling for amend- 
ing the Railroad Retirement Act, to increase the benefits, reducing the age eligi- 
bility, and other subjects. Hearings were postponed until the 3-year actuarial 
report could be studied by executive officers of the Railroad Labor Organization, 
Senators and Congressmen. Out of fairness and the spirit of cooperation, this 
organization went along with them 1954-55 fiscal year was one of the lean 
years of a recent period for tax income caused by strikes, modernization, elec- 
trifying, and dieselization, which contributed to the largest unemployment situ- 
ation. in the period for many years. Despite these facts, the railroad retirement 
fund was boosted to the extent cited above; namely, $128,376,444. 

At present the railroad industry and the national trend in all industry is that 
unemployment has made a marked improvement in our industry as well as other 
industries. However, there has been no marked decrease in the cost of living— 
there appears none in sight—and, as the picture looks, it may be higher. 

‘There are many bills introduced favoring an increase of 15 to 25 percent to 
all of our annuitants, but due to the fact that the transportation brotherhoods 
with whom we try to cooperate, will introduce a bill for 15 percent or more, I 
wish to withhold any further comment until this bill is brought before the com- 
mittee. 

Thanking you for the privilege of appearing before your committee and giving 
you the sentiments and wishes of our members. It is our prayer that your com- 
mittee will see the justice of H. R. 3416 and other similar bills and that you will 
support and recommend these bills out of your committee. 

Most sincerely yours, 
Guy F. Fain, Grand President. 


Mr. Farn. I would like to say, Mr. Chairman, that my organization 
has always tried to cooperate in every way possible with all of the 
brotherhoods, and I still maintain that position, that we still want to 
maintain that cooperation. Naturally we feel that we cannot do any- 
thing else but support your bill. Some of it is good and some of it is 
bad. We are a little disappointed—at least I am—because I represent 
so many of the low-paid group. That is, the carmen, section men, 
office men, who draw a very small annuity. Many thousands of them 
only get $69 a month. For that reason, and because their wives have 
had to go out and work in order to help to carry the load of maintain- 
ing their home, is why we make our plea. Those are the women, we 
claim, who are entitled to the dual benefits just the same as the men 
and women who were given dual benefits under H. R. 356. 

There are so few of them, Mr. Chairman and members of the com- 
mittee. I have done squite a bit of traveling in the last few years and 
I believe I can say without fear of contradiction that I know the po- 
sition of these people better than the brotherhoods and Congress- 
men. You men are very busy. The heads of our organizations are 
very busy, and they can’t take up the time to see these people. Being 
retired, I have traveled a great deal, and I know what these people 
are up against. When a man oY gets $69 or $70 a month, and his 
wife gets part of that, it is not much to live on. 
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Many of them are infirm. Their medical and doctor expenses: are 
terrific—$25 or $30 a month—so they don’t have a whole lot left. 

We were in hopes that some consideration would be given to those 
people. While the brotherhood bill sponsored by them does not give 
any consideration to it, nevertheless, I feel that something should be 
done along that line. 

Again, I have an awful lot of men who are only getting small 
wages, with 15 percent that would apply to them, and a great many 
of the widows or wives will not get a dime. They are the ones I am 
most interested in. 

Mr. Chairman, due to the fact that since the bill came out, our people 
were led to believe that they were going to get a 15-percent increase 
across the board. Looking over the statements of Mr. Kelly, and 
showing the different paragraphs, a lot of our people are not going 
to get a dime. They are the low-paid people, the men that really need 
the money. 

It doesn’t affect me at all. It does in this way. I will get more than 
a lot of these other fellows. But I can honestly say that I would 
rather for the 15 percent that I get, if this bill goes through, have it 
apply to those poor old devils who are only getting $69 a month. 

fight with the heads of our organization just the same as you 
Congressmen do among yourselves, but nevertheless, after it is all 
over, I am still a brotherhood man, and I believe our brotherhoods are 
doing the best they can under the conditions. 

I won’t take up any more of your time. I thank you for embody- 
ing my brief in the record so it will show that I appeared before you. 
I hope along the line somewhere or another that consideration will be 
given to our bill and to the retired people who are now in the destitute 
circumstances, the people who are only getting $69, $70, and $75 a 
month. 

Thank you very much for taking up your time. 

Mr. Harris. What makes you think that the party getting $69 or 
$70 a month is not going to get his proportionate share of the increase ? 

Mr. Fat. For this reason, Mr. Chairman. If a man gets $80 a 
month, he will be increased up to $92. His spouse will be increased, 
we will say, $5 or $6. She might be entitled to social security, and if 
she is under the present law, she won’t get a dime because that part 
will be taken away from her. 

Mr. Harris. You are talking about 3,500 people. 

Mr. Fatn. Yes. According to Mr. Kelly’s report, there are so many 
thousands that won’t get a dime due to the fact that they are on the 
minimum or maximum of social security. 

I might mention this while I have the time, if you have no objec- 
tion, that the Van Zandt bill had a work clause in it that we tried 
to delete. It might be funny to you to think that these things don’t 
happen, but if you have to quit a job in order to draw your social 
security or railroad retirement—that you are making less than $100 
a month, but you have to quit—if the gentlemen here and I were 
working under that same condition, and we had to retire or had to 
quit our job in order to draw our pension, he can change jobs with 
me, and I can change jobs with him, and it would not affect the sol- 
vency of our fund. It would not cost the Railroad Retirement Fund 
one dime, because we changed jobs. 
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_ Nevertheless, we are restricted from changing jobs. We think that 
is eminently unfair. If it cost the railroad fund anything, I would 
say yes, there might be some justification for it. But if 1 am an oil 
tender, and another fellow is an oil tender on the other side of the 
street, and we change jobs, there is not a word said. 

Mr. Harris. Mr. Hale wishes to ask a question. 

Mr. Hatz. Mr. Fain, your primary interest is in H. R. 3416. 

Mr. Farn. Yes, sir. I am interested also in the 15 percent. 

Mr. Hare. Can you say in a word whether you are in favor of 
H. R. 9065, or opposed / 

Mr. Fain. I am in favor of the chairman’s bill, sponsored by the 
brotherhoods, yes. 

Mr. Hare. That isall. Thank you. 

Mr. Harris. Thank you very much, Mr. Fain. 

Mr. Farn. Thank you, Mr. Chairman. 

Mr. Harris. Our next witness will be Mr. Thomas Stack. 


STATEMENT OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD 
PENSION FORUM, INC., CHICAGO, ILL. 


Mr. Strack. Thank you. 

Mr. Harris. You may identify yourself for the record. 

Mr. Strack. Mr. Chairman and gentlemen, my name is Thomas 
Stack. I reside at 1104 West 104th Place in the city of Chicago, Ill. 
I-am president of the National Railroad Pension Forum, Inc., an or- 
ganization chartered under the laws of the State of Illinois, as a non- 
profit group to educate the rail workers of this Nation on retirement 
problems. Forum membership comprises union and nonunion em- 
ployees of the railroads, and the retired railroaders who have no other 
representation, and all others who come under the Railroad Retire- 
ment Act and its jurisdiction. The National Railroad Pension 
Forum, Inc., is the largest group in this category; not influenced by 
either management of the railroads or the leaders of the various labor 
crafts. We are also nonpolitical and have memberships on 328 rail- 
roads.and affiliated bureaus which include the Pullman Co., Railway 
Express Agency, and the sleeping and dining car employees, Every 
member of our group is a voluntary subscriber. There is no coercion 
used to obtain membership. Most of our members view us as the only 
protective committee they have dealing with protecting their rights 
under the Railroad Retirement Act, and they are unanimous in their 
views that only through this medium can they make known to Con- 
gress. their wishes in connection with increasing benefits under our 
retirement system. 

Although forum headquarters is in Chicago, Ill., we have over 1,500 
group leaders and active workers in the various railroad offices, major 
shops, terminals, and yards. Nationwide, many of these leaders are 
elected by the workers to keep us informed as to the needs of the 
workers. Our organization comes in closer personal contact with the 
rank and file worker concerning his retirement problems than any 
organization appearing before. this committee. Leaders of some of 
those organizations exploit their members by prompting some irrele- 
vant legislation, not desired by the workers they are alleged to repre- 
sent. We hope the committee is clear on this point.. We are 
exclusively a pension group, and at all times have our hand on the 








, mae RAILROAD RETIREMENT LEGISLATION 


pulse of the rail worker. In fact, 90 percent of our membership com- 
prises men and women employees of the rails, who are also members 
of standard labor groups; 7 percent of our membership covers those 
who have retired from active rail services and are getting benefits 
under our act. 

All forum officers are veteran railroaders with backgrounds of long 
railroad employment. I had 38 years of service with the rails until 
I was drafted for the position I now hold—back in 1947, at which time 
changes were made by Congress in our Railroad Retirement Act that 
were ill advised and deemed detrimental to the interests of the rail- 
road workers who felt they were being exploited by interests that 
could never qualify to represent them on this important topic. Under 
- atmosphere the National Railroad Pension Forum, Inc., was 
orn. 

Committees of Congress and Members in both bodies are familiar 
with our activities ever since. Our rail workers are articulate with 
regard to the annuity they require. They are interested in security for 
themselves and their families—so when their toils and labor are over, 
they will be in a position to enjoy their much needed rest without fear 
of privation, and hope they will never become wards of charitable in- 
stitutions. With this thought paramount they do not want fringe 
benefits or side issues, but independence when they retire. 

H. R. 3087 and related bills before your committee is perhaps the 
most important piece of legislation under consideration. It proposes 
three major changes in our railroad-retirement law. Its broad appli- 
cation will be far reaching in determining the future welfare of our 
people. It provides retirement at the age of 60 years with 30 years of 
service, or with 35 years of services regardless of age. 

In asking that this application be written into law, we are not trying 
to have this Congress award us fringe benefits, but the Railroad Re- 
tirement Act was established in 1934 to deal with the hazards within 
the industry, and there is no greater hazard in our economy today than 
to lose one’s job late in life after many years of faithful service to the 
employer of his choice. This has happened to a large group of shop 
employees in the past. Our mutual friend, Hon. James Van Zandt, 
can tell you of the tragic conditions at Altoona, Pa., where we have 
some 902 shop employees over the age of 60 years, whose jobs «were 
abolished in the changeover from steam to diesel power. 

We have this condition prevailing all over the country. We have 
large numbers in this category at the Hialeah shops of the Atlantic 
Coast Line Railroad in Florida. We have them at Wilmington, Del.; 
Silvia, Ill.; Burlington, Iowa; Oelwein, Iowa; where the Chicago 
Great Western Railroad operate their shops. We have them right at 
our own doorstep at the Mount Clare shops of the Baltimore & Ohio 
Railroad. Those employees were deprived of their living. They have 
used up their unemployment insurance, sold their saving bonds, de- 
pleted their savings, and are desperate today when they must take a 
reduced-pension because they are not the age of 65 years which the 
present act provides. . 

The penalty for a reduced rail pension provides that they lose one 
one hundred and eightieth for each month they are short of age 65 
which means that a man 60 years would lose one-third of his annuity 
if he should retire under our present Jaw as age 60 years. 
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There is another class of employees that are also interested in this 
provision, and that involves those who are in poor health and cannot 
qualify for a disability pension under our rigid rules of our act. 

hey are still too ill, in many cases need a-change of climate that 
under seniority rules the railroads are unable to comply with. This 
class would gladly retire and it would be in the interest of all con- 
cerned, if employees in this condition were availed earlier retire- 
ment. No railroad employee today, regardless of his age, would ex- 
change a paycheck for retirement. And we have many oldsters per- 
forming very strenuous work while in their late seventies. We have 
an engineer on the Illinois Central Railroad with 66 years of service. 
He is Robert Taylor McMillan, 83 years old, known by his friends as 
“Polecat” McMillan. He passed the physical examination again this 
year, and operates one of our crack trains, the City of Miami, from 
Centralia to the Ohio River. He expects to work another 20 years. 

Mr. Chairman, for the benefit of your committee and your record, 
I would like to insert at this point a photo of Mr. McMillan, with an 
article from the Illinois Central magazine, in which he was made guest 
of honor of the railroad men in the city of Portland, Ore., and is one 
of the oldest railroad men today operating in the service. I have this 
picture, and I will be glad to submit it here for the benefit of the com- 
mittee, and I would like the article to appear in the Congressional 
Record. 

Mr. Harris. Mr. Stack, do you want the article in the record ? 

Mr. Strack. In the record of the hearings, Mr. Chairman. 

Mr. Harris. The article may be included with your statement at this 
point. 


The picture will be filed. If you want to put it in the Congressional 
Record, you will have to get someone to have it done. 

Mr. Strack. Thank you, Mr. Chairman. 

(The article is as follows :) 


“PoLtecaAT’ McMILLAN HoNorED WITH CASEY JONES FELLOWSHIP 


America’s oldest active passenger train engineer, Robert Taylor McMillan, 83 
(“Polecat” to his friends at home in Centralia, Ill.), went to Portland, Oreg, re- 
cently, to be honored with membership in .the:exclusive Gasey Jones fellowship, 
an award that has gone to only two other people. 

Mr. MeMillan and his wife, Laura, were welcomed at the station in Port- 
land by Jack Jones, manager of the North Pacific Terminal Co., who presented 
a key to the city to them on behalf of Portland’s Mayor Peterson. Mr. McMillan 
was then formally made a member of the Big Four of Railroad Romance when 
©. J. Keenan presented him with a large certificate. Mr. Keenan is secretary 
of the Pacific Northwest chapter of the National Railroad Historical Society. 

The other two members selected by the society thus far are Mrs. Casey Jones, 
widow of the famed Illinois Central engineer, and Sim Webb, Casey Jones’ fire- 
man, The fellowship was founded in 1950, at Jackson, Tenn., during the 50th 
anniversary ceremonies of the death of Casey Jones. It was established to honor 
not more than four living persons who have played outstanding roles in the 
romance of the railroads. 

Nominations for the Casey Jones fellowships are made only after many months 
of research and study in :coeperation with railroad executives, editors and*officers 
of railroad historical societies and clubs. 

Cc. J. Keenan remarked that the story about Mr. McMillan entitled, “He’s Still 
a ‘Hogger’ at 82,” by Illinois Central Locomotive Engineer Ernest M. Dolan, 
Centralia, published in the May issue of the Illinois Central Magazine provided 
a preponderance of points for the election of Mr. McMillan into this railroad 
hall of fame. 
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Mr. McMillan has good reasons to qualify for the award—66 years of them. 
He has been in service that long with the Illinois Central, and in his time has 
handled everything from woodburners to diesel-electric engines. Commenting 
on his election to the exclusive fellowship, Mr. McMillan declared, “This award 
doesn’t mean I’m finished, though. I plan to be up front on these trains for at 
least another 20 years.” He began his career on the Illinois Central in 1889 
at the Centralia shops as a machinist’s apprentice. He became a full-fledged 
engineer 10 years later and has since traveled about 3 million miles in every con- 
ceivable kind of train. 

Reporters in Portland pressed Mr. McMillan for an explanation of his nick- 
name, “Polecat.” Mr. McMillan obliged with the following explanation. ‘When 
I was 18, I went courting a girl with a horse and buggy. I saw what I thought 
was a cat in the road and I teok a crack at it with my whip. Turned out * * * 
it cracked me first.” 

While in the Northwest, Mr. and Mrs. MeMillan took advantage of the op- 
portunity to visit Mr. McMillan’s brother, George A. McMillan, 87, of Yakima, 
Wash., who was himself a veteran of 40 years of railroading before he retired. 
They also visited a nephew, George Carl, postmaster at Oswego, Oreg. 


Mr. Strack. Female employees today can retire at age 60 with 30 
years. According to statistics, they live longer than the male em- 
ployee and draw more benefits. Is there any logical reason why our 
male employees should be discriminated against, especially where so 
many are involved? I know that this Congress will be sympathetic 


in their consideration of this vital feature, as this is must legislation 
insofar as the mail rail employees involved. Last June the Illinois 
Central board of directors appropriated $40 million to put diesels on 
their entire system, and this will throw thousands of their employees 
on the street, and the older of those employees will suffer most. As 
you know, without any statistics, it is almost impossible to secure 
employment today after you reach the age 46, let alone age 60. 


The elimination of the test period 1924-31 is another provision of 
this bill that is very important to all rail employees who have service 
with the rail lines prior to 1937 when the present act became law. 
The using of this period to determine rail annuities brings in the 
depression years of 1929-30, when some of our people were only work- 
ing a few days per month, and using this as a basis is the reason why 
a little more than 1 percent today qualify for the maximum annuity 
or pension of $165.60 per month. A precedent has been established 
by the Social Security in which the 4 highest years are used. We ask 
in H. R. 3087 that the 5 highest years be used in lieu of this low earn- 
ing period which has no relation to our present economy.. We have 
over 60 million workers today in this country, and I say without fear 
of contradiction that none of them work for the earnings they made 
in the years 1924-31. 

A recent questionnaire sent to our 1,500 group leaders indicate that 
83 percent favor the elimination of this present test period, and the 
5 highest years substituted instead. Every rail employee that retires 
before 1967 will have to use prior service credits, and this feature 
alone accounts for the fact that no retired rail worker has any con- 
ception what his annuity will be until he retires, and the sad news 
is broken to him by the Railroad Retirement Board. 

I might say at this point that this bill is so important that a rank- 
ing member of this committee and.subcommittee, the Honorable John 
Bell. Williams, has presented bill H. R. 8862. In making an analysis 
of Raymond Kelly’s statement yesterday before this committee, I 
noticed that he puts the cost of this particular bill at $80 million. 
That bill differs somewhat from H. R. 3087, and related bills, that 
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cover a similar application. The bill H. R. 8087 and companion bills 
provides that the 5 highest years should be used in determining bene- 
fits in lieu of that test period of 1924-31, and that the application 
should be retroactive. 

However, the Board, I think, made an erroneous estimate in con- 
nection with H. R. 8862, as that bill does not carry any retroactive 
application and is effective 1 month after passage, and therefore 
should not cost but very little. At the present time it would cost 
nothing until after the bill was in operation. 

I would like to have those exceptions made a part of the record, 
Mr. Chairman. 

Another feature of H. R. 3087 provides a 15 percent increase across 
the board for all annuitants and pensioners. The monthly review of 
the Railroad Retirement Board for December 1955, page 246, shows 
the average annuity for October 1955 was $107.80 per month, and for 
September 1955 average $106.90, that old pensioners taken from the 
corporate roll of the railroads received average $78.90 for October 
1955, while the aged widows received annuities averaging $49.86 per 
month for October 1955. Most of those average benefits excepting 
pensioners as you know are paid today by social security under the 
financial interchange provisions of the 1951 amendments to the Rail- 
road Retirement Act. 

Yesterday we had some witnesses attending this hearing that gave 
references to conditions in Canada and England. I want to say at this 
point that we have memberships in seven foreign countries, and quite 
a number in England. One of those members has sent me an article 
from the Daily Express in London of January 11, 1955. I will quote 
this short quotation. It says: 

For those who imagine that the United States consists of only such wealthy 
people as millionaires, film stars and gangsters, it is reported that nearly three- 
quarters of those over 65 have either no income at all, or less than a thousand 
dollars per year, roughly 7 pounds a week, but worth less than 3 pounds weekly 
in Britain. 

Mr. Chairman, I am filing this, and I would like to have it made a 
part of the record at this point. 

Mr. Harris. The reporter took your statement, so it is in the record. 

Mr. Strack. Thank you. I cannot elaborate too strongly on the 
need of changes in this provision at this time. It has been almost 5 
years since any increase was awarded those retired under our Rail- 
road Retirement Act. Last fall I made an extended tour covering 19 
States of the West. I met retired employees in all States. Their 
plight was tragic. I visited many in their homes and shared their 
problems. Many lived on one meal per day because their pegged 
pension bought so little. When those employees retired, they had no 
conception of conditions that exist today. I have met me in their 
eighties babysitting on Saturday night to get a few extra dollars to 
supplement their small pension income. Many looked on their retire- 
ment checks as a dole, for many years of faithful service to an em- 
ployer who is no longer interested in their plight. I did not meet 
one that was satisfied with his rail annuity or pension. The dollar 
means so much to those good Americans that we refused to take their 
membership of $1 per year, and that is why only 7 percent of our 
membership today comprises retired people. 
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I am appealing to you today to help those poor souls, to hear their 
plea, and they are praying for divine guidance in your evaluation 
of their problems. 

H. R. 5702 is another important bill before your committee. This 
bill eliminates that last employer provision other than a railroad from 
our act. At the present time, a large number of employees, while they 
work for the railroads, have side jobs in building and loan associa- 
tions, fraternal organizations, and so on, where they receive a little 
additional income. Many of those jobs in Mason and Elks Clubs 
pay only $25 to $50 per month, some on a yearly basis. Still under 
our Railroad Retirement Act, they must resign from those meager 
positions as well as the railroads before qualifying for rail annuity 
under our act. We want this restriction removed, so that it will not 
be mandatory to resign from other than a railroad to qualify for re- 
tirement benefits under our act. 

I recently got a stockholders report from one of our large eastern 
railroads. It showed officers getting company pensions as high as 
$30,000 per annum. They were retired, but were held in an advisory 
capacity for their railroads to justify the compensation they were 
receiving. Those gentlemen were also drawing railroad-retirement 
annuities, and there was no question that I know of that they were 
requested to quit their last employer to qualify for retirement benefits 
under our act. 

While we have men forced out at 65 years under the same railroads, 
and hold some side jobs, say with a railroad credit union that pays 
them as secretary or treasurer, they must give up those side jobs en- 
tirely to receive benefits under our act. I think this feature is very 
unjust, and should be removed without question. 

H. R. 757 and some related bills, several of them filed in this present 
session, is also important, as it proposes to remove the spouse from 
the dual restriction, so that they will not be penalized on the spouse 
benefits under railroad retirement if they accumulate social security 
in their own right. I know it was not the intention of Congress at 
any time to penalize thrift. The dual restriction has been removed 
insofar as the employees were concerned by Public Law 398 approved 
June 16, 1954, which permitted joint employer, and those who quali- 
fied for social-security benefits to receive them in addition to their 
railroad-retirement annuity. Public Law 383 was approved August 
12, 1955, which made effective September 1, 1955, that widows who 
had social-security benefits in their own right would receive same 
in addition to survivor benefits under railroad retirement. This pro- 
vision applied mostly to widows, widowers, and parents, but the rail 
spouse still suffers from this restriction and any benefit awarded to 
them under social security is deducted from their spouse benefit check 
under railroad retirement. 

We ask that this Congress finish this job and remove the dual re- 
striction as it applies to spouses, permitting them to secure both 
benefits if they so qualify. 

Mr. Doxtiver. 1s that the only place where the dual-benefit restric- 


tion remains in this law ? 

Mr. Srack. That is right. 

Mr. Dotutver. Thank you. 

Mr. Strack. The cost of various provisions we seek has always been 
a perplexing problem. The cost of retirement at age 60 with 30 years 
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of service has been given to us by the actuarial prophets of the Rail- 
road Retirement Board on technical information compiled by them. 
It suggests that 548 out of every 1,000 eligible employees would retire 
at 60 with 30 years’ provision, and that the cost would be 1.5 percent of 
payroll, or about $80 million. While we have nothing to refute their 
assumptions, in the interest of cooperation and to prevent any possible 
financial impact on the fund, I would suggest that this be placed on a 
sliding scale. Those who are 64 can retire with full benefits. Those 
63 can retire on full annuity January 1, 1957; those at age 62 can re- 
tire on full benefits January 1, 1958, and those at age 61 can retire with 
full benefits January 1, 1959, and all those over 60 can retire on full 
benefits January 1, 1960. This will give the actuaries some technical 
information as to the trend in this direction, and also accurate figures 
as to the costs. 

Retirement after 35 years’ service regardless of age is estimated to 
be 0.40 percent of payroll, or about $20 million. We likewise think our 
Board actuaries are not conservative in this estimate. As stated be- 
fore, no employee would change an earned paycheck for an annuity 
check, unless prevailing individual conditions would force such action. 
Eliminating the test period and substituting the 5 highest years is 
estimated at 0.15 percent of payroll or $7.5 million. We appreciate this 
figure as being conservative, and there is no reason why this provision 
cannot be enacted. 

The cost given to us relative to H. R. 5702 which eliminates the last 
employer, other than a railroad, is estimated at $8 million per year, or 
about 0.16 percent of payrolls. This is really retirement benefits that 
employees are deprived of, which should be restored in the interest of 
justice. Many of those employees are forced out of the railroad service 
when 65 years old, although many are still fit to carry on, and need 
every dollar they can get to subsist. They feel they paid for their re- 
tirement and should receive same regardless of any other employment 
they may have. 

There is today in the railroad retirement reserve fund $3.5 billion. 
The actuaries in their survey point out that this is not actually a re- 
serve, as it is used for future liabilities. They make projections over 
a 50-year period. The average new employee today starts in the rail- 
road line when he is relieved from military duty, usually about 22 years 
of age. It is hard to fathom that he will be well on his retirement and 
reach the age 72 when those projections expire. It certainly is not fair 
to the present employees that they should pay for benefits of some 
48,555 retired from the corporate roles of the railroads who were bene- 
ficiaries of a corporate pension system within independent lines pay 
their own benefits and yet be charged with additional liability as predi- 
cated in this method of approach. 

We suggest that we be put on a semifunded basis, with a reserve of 
not more than $1 billion, and that those projections be based on 20 
and not more than 25 years, as we cannot approach either the rail 
lines or the employees for additional funds'to protect the system while 
we have $31, billion in reserve, which has been used by the Federal 
Government for current expenses. Actuarial measurements are made 
in the most part on assumptions, and a change in trend of our economy 
would change over the entire financial setup. The present method 
opens up a lucrative field for experts to define the story. The average 
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layman can understand railroad retirement should in the overall pic- 
ture be simple in its application, so that every employee should know 
his rights and know what his annuity will be, which no employee 
knows under the present complicated system. 

Yesterday the members of this committee heard Mr. Lester Schoene, 
the attorney for the railroad labor leaders testify on the stand that he 
did not feel that the 15 percent increase under the brotherhood bill 
would accelerate retirement under railroad retirement. In other 
words, it would not make the system attractive enough to warrant 
increased retirement. I think Mr. Schoene’s remarks were well put, 
because it would take possibly an increase of 50 percent in railroad- 
retirement benefits today to make the act attractive so that the average 
railroadman would retire at the age of 65. 

However, Mr. Schoene was doing the chore of those he represented 
when he made that statement, as he failed to tell you that if the 
act was made attractive, then some of the organizations that he repre- 
sented would not be able to sell their own insurance policies to their 
members within their own groups. 

Effective December 1, 1951, all rail employees were reinsured under 
the Social Security Act, and that system today pays the major portion 
of railroad retirement benefits. Take for example the maximum 
annuity of $165.60 per month today on railroad retirement. Social 
Security pays $108.50 of this amount leaving the Retirement Board to 
pay $57.10 out of current taxes, which is 1214 percent of an employee’s 
salary with a ceiling of $350 per month, but the average annuity today 
on the rails is only about $107 per month and Social Security reim- 
burses the Railroad Retirement Board through the financial inter- 
change. 

The sixth actuarial survey of the railroad retirement account, page 
22a, shows 6,346,700 employees with less than 10 years or 120 months 
rail service were removed entirely to social security for their benefits. 
Also note the sixth actuarial survey in which they made provisions 
that a large number of those employees would return to rail work and 
qualify for benefits under our railroad retirement system. We know 
most of those employees ceased service with the rails on account of 
the huge retirement taxes, and that they would have to be 65 years 
and have 30 years of rail service to qualify for benefits after retire- 
ment. Let us look closer at this feature. Those fenprogecs were 
taxed 61, percent of their earnings up to $350 per month while in the 
rail service. This was met by a similar tax on the railroads for their 
account or a total tax of 1214 percent. Whereas the Railroad Retire- 
ment Board paid the Social Security 4 percent gross employer and 
employee tax for their account, making themselves a credit of 814 
percent on the earnings of those employees. It is hard to conceive at 
this time that the fund will not stand additional benefits desired. 

Between the period 1937 and 1948, rail wages took a spiral up- 
ward in excess of 100 percent due to increases in salaries and more 
taxes were being taken in. Congress saw fit in view of these condi- 
tions to grant 20 percent increase in all rail pensions and annuities, 
despite efforts of the Retirement Board actuaries to show such pro- 
cedure would make the fund insolvent. The fund today has a further 
boost from both wages and the fact that through the financial inter- 
change with Social Security that system is paying the major cost of 
railroad retirement benefits. 
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I have tried in my remarks to explain to you gentlemen what our 
railroad employees and retired people desire. There seems no ques- 
tion about the needs of these benefits. There is a different opinion 
as to what increase the financial situation will stand. I trust you 
you will be sympathetic to our cause and evaluate the needs of our 

ople, so in justice you will support the legislation we seek in the 
interests of those we aim to serve. 

Mr. Chairman, in connection with the recent hearings held on 
January 24, you had a number of sponsors appear before your com- 
mittee in connection with bills that they had sponsored. Some of 
these questions were not answered very clearly for the committee, 
and I would have a little comment at this time on some of those 
sponsors questioned. 

I was very interested in the remarks of your colleague, the Honor- 
able Charles C. Bennett, when he appeared before your committee 
on January 24, in which he proposed that certain percentages of the 
= reserve in the railroad retirement reserve fund be allocated 

or better investment. 

I made the suggestion at the hearing before your full committee on 
June 2 and 3 on the hearings in 1954, carried on page 89, in which I 
expressed myself in favor of this provision. I suggested farm 
mortgages and FHA bonds that yield 4 percent or better on invest- 
ment, with Government guaranties as to the principal and interest. 

I also advised of Treasury certificates paying greater interest which 
had been purchased by other Federal pension groups. 

On August 3, 1953, in the other body, Senator Paul Douglas, who 
was chairman of the railroad retirement committee study, made a 
speech on the floor on the subject and advised that additional invest- 
ments could be had by means of more profitable investment of the 
railroad retirement reserve. 

He was followed a few days later by Senator Humphrey with similar 
remarks in the appendix of the Congressional Record. 

So I think it wil fe helpful to the committee to explore this feature. 

Late in 1954, the magazine Trusts and Estates, published a study 
of investment policy of 6 major groups of institutions holding ap- 
proximately $250 billion in bonds and stock securities. They advised 
that in recent years the trend had been toward buying stocks except 
where there were restrictions such as our reserve provides. They re- 
ra that the largest type of holdings on Government bonds is $134 
villion. Trust institutions are by far the largest investors in corpor- 
ate stocks with some $56 billion acquired. They also hold $18 billion in 
corporate bonds. 

ommercial banks, like railroad retirement, are strictly limited in 
their investment. They hold $73 billion in Government bonds, whereas 
insurance companies have $2.6 billion in stock, $32 billion in corporate 
bonds, and only $12.4 billion in Government bonds. 

The mutual banks hold $9.4 billion in Government bonds, $2.6 
billion in corporate bonds, and $500 million allocated for stock. There 
is no restriction on their purchase required in trust funds under statu- 
tory requirements. 

ire and casualty insurance companies hold $6.7 billion in Govern- 
ment bonds, $4.1 billion in stock, and $600 million in corporate bonds. 
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Savings and loan companies have their money invested in home 
mortgages and many pension funds are committed to their care for 
investment purposes as they yield 314 percent interest on investment 
accounts, 

I hope my remarks will open up an avenue to explore this region. 
if you tind no financial solution to the financial problems confronting 
you, then I would suggest that the railroads be called upon to pay 
more toward the cost of liberalizing benefits we desire. My reason 
for this suggestion is well founded. 

In the first Railroad Retirement Act of 1934, that was framed by 
the employees themselves, and was opposed by most of the standard 
labor organizations who, by convention or on the advice of their 
leaders, opposed pensions by legislation, as they had pension insur- 
ance within their own groups, 

In this act and in the 1935 act, the railroads paid two-thirds of 
the cost of benefits, and it was when the brotherhoods got into the 
picture on the advice of the late President Roosevelt that agreement 
bg made so that the employees to this day shoulder 50 percent of 

1e Cost. 

Let us make an anlysis of this situation. While it shows on paper 
that our carriers do pay 50 percent of the cost of benefits, they charge 
the same to operating revenue in their statements to the Interstate 
Commerce Commission, that are made annually. But again they 
charge 5V percent or more of the tax off to corporate gains and losses 
under the ederal income-tax law. So I wouid refer you to a report 
gotten out by the majority of this committee of the 83d Congress, 2d 
session. This Report No. 1599 was signed by your then good chair- 
man, the Honorable Charles Wolverton. Read the bottom of page 
12 and the top of page 13 of this report, which shows the manipula- 
tion in this field. However, your committee never took this matter 
under serious thought and forced yourselves to believe that the rail- 
roads were still living up to an agreement that was assumed to be 
made in good faith back in 1937 when the adolescent love of some of 
our brotherhood leaders began to use the glasses of management and 
this was further climaxed in July 1937 when they agreed to taking on 
under railroad retirement some 48,555 pensioned employees of the 
rails from the corporate rolls of the railroad companies who never 
paid 1 dime into our system and gave them a pension under our Rail- 
road Retirement Act, in many cases greater than they received from 
their own corporate lines. Almost 4,000 are still living and drawing 
benefits, and the wives of those affected still get railroad-retirement 
benefits if their husbands were receiving benefits under our system. 

This is one of the major conditions which caused such a funded in- 
debtedness into our system, known today asa liability. It is true that 
management and labor created a more loving attitude by these events. 
They may account for the rate increases given to the employees. They 
may account for the closed shop that is so obnoxious to the average 
rail worker. They may account for the increases given to the railroads. 
But the employee and the public are paying the bill. 

1955 has been a banner year on the rails. All of you who have read 
the financial sheet of your papers know that this year railroad really 
hit the jackpot. Annual reports to the Interstate Commerce Commis- 
sion of salaries getting more than $20,000 per year showed 707 getting 
this salary, against 315 in 1944. 
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The cost of those 707 salaries was about $23 million per year, with 
several rail presidents getting $125,000 per year. The Pennsylvania 
Railroad showed its president as getting $125,000 per annum, with 
108 officials getting more than $20,000 per year. 

The Southern Pacific and the Union Pacific pay their presidents 
also each $125,000 per year salary, with 68 employees getting more 
than $20,000 per year. 

The Santa Fe president drew $120,000 per year, with 38 drawing 
more than $20,000 per year. 

It will be interesting for you gentlemen to review this report if you 
doubt my veracity. 

Perhaps I am covering a big field, and I have given you much food 
for thought. I have tried to paint this picture clearly and I am sorry 
if I took up unnecessary time, but I am very hopetel in your sym- 
pathetic approach to this subject that you will find a solution to our 
problems at this time. 

Mr. Chairman, at this time I would like to comment on the bill that 
is presented by your good chairman, H. R. 9065, and related bills, with 
an oral statement. 

Mr. Harris. We would be very glad to have your comment on it. 
I was hoping you would get to it. 

Mr. Srack. H. R. 9065 is a bill that we could term blows hot and 
cold. It is very misleading, and will be the subject of much confusion 
if it is enacted into law. It was never submitted to the rail workers 
for approval, nor was it explained. Some 30 members of the House— 
1 should say 50—have sponsored this bill or similar measures strict] 
on the advice of some few labor leaders who claim that they spe 
for the railroad worker, and this outfit is known as the Railway Labor 
Executives’ Association. 

They found Members of Congress willing prey to their masterpiece 
of deception, as no Member of Congress would refuse to sponsor their 
bill and be the subject of their vile smear propaganda at election time. 
But the pressing of such a bill is contemplated entirely to confuse the 
issue and exploit the interests of the employees they are alleged to 
represent. 

We favor the 15 percent increase in all rail pensions and annuities, 
but look at the strings attached to H. R. 9065. We hope Congress will 
not deny this much-needed increase in the lower paid beneficiaries. 
Yet this bill does nothing for this category of employees. 

It also involves the social security guaranty which brings those 
especially in the lower paid brackets up to the standard benefits en- 
joyed by Social Security workers. 

Take the railroad employee who retires under the railroad retire- 
ment in which his benefits are figured at $70 per month. It is found 
that if his earnings were creditable under the social-security formula, 
he would receive $98.50 per month. This is the amount of the rail- 
road retirement check he would receive under the guarantee of the 
1951 amendments to our act. Yet if this bill was passed in its present 
form, this same railroad employee would be entitled to an increase in 
his railroad formula of $10.50 per month, or a total of $80.50. But 
as he already receives the social security minimum of $98.50, he would 
get no increase whatsoever. 

Yesterday you got a figure of 35 percent of our employees and I 
think that 35 percent figure should be questioned also because there 
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will be none of the spouses at all that will get benefits under this bill, 

and any of those that are brought up to the standard of social security, 

where the social security is more than 15 percent would provide in 

connection with increasing this railroad retirement formula would get 

no benefits—so I say over 50 percent of our retired people are in the 

category at the present time. This 15 percent should be applied to the 
resent retirement check, whether or not the same is computed on the 
asis of social security or not. 

It must be further remembered that social security will be increased 
from time to time, and this in justice will be more prevalent in the 
ensuing years. 

Section 4 of this bill raises the tax to a maximum of 1414 percent on 
incomes of $350 per month or less, half of which is borne by the em- 
ployer and the employee. This involves 2 percent increase in the pres- 
ent tax rate. Section 5 of the bill excludes employee contribution 
under the railroad taxing act for gross income for income tax pur- 
poses, so that their gross income will not be subject to income taxes, 
only their net income after the railroad retirement taxes are deducted. 

I have talked with some of the Internal Revenue attorneys relative 
to this provision, and they frankly agree with me that at the present 
time railroad retirement benefits are not subject at all to income taxes, 
and that these benefits are not to be considered unless taxable income 
is received in excess of $600 per annum by single people and $1,200 
per annum for married people with outside revenue. 

If, however, we establish a precedent on railroad retirement that 
they would be eliminated from this taxing provision, it would open up 
the door to all of your civil service employees, to Social Security 
workers, and other systems operating under a similar provision as our 
present act, and it would cost the Federal Government a huge deficit in 
your Federal Treasury. 

They would also petition Congress for similar treatment. This 
would involve $60 million that is covered by these allied systems, and 
would result in a sharp deficit in the fund of the Federal Treasury. 
After all, the Government is the people and cannot operate on a deficit. 
Hence this subject would resolve itself into higher taxes being as- 
sessed, and the railroad employee as a member of the taxpaying public 
would be forced to share their just proportion of such a deficit. 

If this bill is enacted, it a well be subject to a judicial review 
which may result in holding that our entire act is unconstitutional or 
that the employees should shoulder the extra cost without any subsidy 
from the taxing provision. 

We are walking here on thin ice, and I would ask that this com- 
mittee give this matter serious study and thought before taking any 
drastic action that would impair the interest of our employees or our 
Railroad Retirement Act, which has been so beneficial to the aged of 
our industry. 

Most all of our railroad employees today feel they are paying too 
high a tax to maintain their system, or should we say that the benefits 
are not in keeping with the views of the employees in this regard. 
H. R. 3087 has been universally endorsed by most of our railroad em- 
ployees. The provision appeals to all classes of our employees, and 
surely if the tax rate is to be increased, then the provision of this 
bill should receive your serious consideration. You all have received 
thousands of letters in support of this bill, which shows you clearly 
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the expression of the railroad employee, and not a few leaders who 
tend to do the thinking for those they are alleged to represent. I 
know that this committee is sympathetic to our cause, and I ap- 
preciate the privilege of expressing the thoughts of our organiza- 
tion on this occasion. 

That is about all, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Stack. 

Mr. Wittiams. Mr. Stack, I am very sorry I was not here to hear 
all of your statement; but I can tell from the part I did hear that it 
was a very forceful statement, and I hasten to congratulate you for 
that statement. 

I don’t know whether you covered this in your statement or not, but I 
would like to ask you whether the railroads are today operating at a 
profit ? 

Mr Srack. They are. 

Mr. Witutams. Are they paying dividends to their stockholders? 

Mr. Strack. They are. 

Mr. Wittiams. Are the railroads in a healthy condition financially ? 

Mr. Srack. The best they have been in quite a number of years. 

Mr. Wiu1aMs. I believe that your statement left the impression 
that you feel that the railroads should take a larger share of the burden 
of the cost of the retirement program. 

Mr. Strack. As I explained here in my brief, the original Railroad 
Retirement Act of 1934, and the Act of 1935, which was held uncon- 
stitutional, under that the railroad employees paid only a third of 
the cost of their retirement benefits, and the railroads paid two-thirds. 

When the second act was held unconstitutional, the late President 
Roosevelt got the standard labor organizations into the picture, and 
it was then that they began to hug management, and of course 
shouldered the employees with 50 percent of the cost. 

Yesterday Mr. Schoene, the attorney for the labor executives, 
pointed out clearly to the committee that the railroads were getting 
a rebate of their share of the Railroad Retirement taxes. I think he 
said they paid 3.75 out of every 614 percent that they put into the 
Railroad Retirement Fund now. They were getting 52 percent bene- 
fits under the corporate gains losses of the corporate income tax laws. 
The employees, of course, were getting nothing. So that the situa- 
tion as it stands today has been reverted so that the employees are 
paying more than two-thirds of the benefit and the railroads are only 
actually paying a fourth. 

Mr. WixuiAMs. I was very much interested in your suggestion, 
also, that the money which belongs to this fund could be invested 
better than it is being invested now, and could reap perhaps a better 
yield than it does now. You suggested the possibility of placing that 
money in various stocks. 

I am wondering if you would be receptive to the idea, because this 
is a railroad fund and because it is to the interest of the employees 
that the railroads remain economically sound and healthy, and be- 
cause there is enough money in this fund to make the employees, 
should they see fit to invest this in railroad stock, perhaps the largest 
single stockholder that the railroads might have. Of course, that 
would give the employees an incentive to see that the railroads con- 
tinue to prosper, because as the railroads prospered, so would their 
retirement fund prosper. I daresay that you would not find such 
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costly practices as featherbedding and various and sundry other prac- 
tices which have been so costly in the past against railroads. 

I wonder if you would be receptive to the idea of placing this re- 
Serve in railroad stock. 

Mr. Strack. No, I would not. 

Mr. Witu1aMs. For what reason, Mr. Stack? 

Mr. Strack. That question, I think, was asked of me some 3 or 4 
years ago. I think that railroad stock is not what you would call gilt- 
edged securities. 

Mr. Wiiu1ams. You left the inference with the committee that 
railroads are very healthy economically. 

Mr. Sracx. They are this year. 

Mr. Witu1aMs. They are paying good dividends? 

Mr. Sracx. They are this year. You might have when the St. 
Lawrence seaway or something comes along that some of the roads 
that are today paying big dividends will pass up the dividend entirely. 

Mr. Wixu1aMs. Do you agree with the statement that it is to the 
employees’ advantage that the railroads remain healthy economically ? 

Mr. Stack. It is. 

Mr. Wiu1ams. Don’t you think it would be an incentive to the 
employees if they owned part of the railroads to see that every eco- 
nomic practice was carried out in order to keep the railroads healthy ? 

Mr. Strack. That is right. 

Mr, Wuu1ams, Then why would you object to their owning stock 
in the railroads? 

Mr. Srack. Not generally on the railroads. Some of the railroad 
stock is very good and has been paying dividends for years. Some of 
the stock has been watered. We see a system now like the North- 
western Railroad where they put in a new president and a new chair- 
man of the board of directors, and where their stock has been watered 
to a certain extent, and where they are operating at a huge deficit 
every year, and have passed up their dividends. Still it is a large 
system. 

"We had a similar situation in connection with the Rock Island some 
years ago. 

Mr. Wiit1aMs. If the employees made up a large block of stock- 
holders in any given railroad to the point that they would have a 
voice in the railroad’s. operation, perhaps they could divert some of 
these $30,000 and $40,000 salaries into the retirement fund ? 

Mr. Strack. That is right. 

Mr. WitttaMs. I fail to understand why you would object to the 
idea of making an investment of this reserve fund in the railroad 
stock. You have suggested stock, and I can think of no better stock 
for the railroad employees to buy than railroad stock, because they 
have a direct interest in it. 

Mr. Strack. Yes. This is a trust fund. Of course, Mr. Hale at one 
of these hearings went into this particular subject, and he felt that the 
Federal Government could not go outside the Federal Government to 
buy State bonds or something of that type. In this Railroad Retire- 
ment reserve, that is not Government funds. It is funds entirely con- 
tributed by the employee and employer, and the Congress and the 
Government is only a trustee of the act so they would be at liberty to 
invest in anything that would bring a more beneficial return or a bet- 
ter yield on the investment. 








RAILROAD RETIREMENT LEGISLATION 225 


Regarding the stock situation, it was the thought of Congressman 
Bennett when he was before your committee that a certain amount of 
our $3.5 billion reserve, possibly 25 or 30 percent of it, could be in- 
vested in stock that would produce more income. 

The big trouble in connection with our pension systems today is 
that a lot of our pension systems do get involved in stocks. When the 
economy of the country goes up, the stock yields a greater dividend, 
and there is more money available for benefits. But our Railroad Re- 
tirement is stagnant under the present conditions because all we can 
do is put it into Government bonds which give us 3 percent. Three 
percent last year amounted to quite a little bit, $105 million, in con- 
nection with the interest on our Railroad Retirement reserve. But if 
the money could be better invested, it would probably triple that 
amount. 

Mr. Wiu1AMs. I just wanted to explore the possibility of putting 
this in railroad stock inasmuch as the employees’ welfare is interlinked 
and inseparable from the welfare of the railroads. That is all I have. 

Mr. Harrts. Mr. Mack. 

Mr. Mack. Mr. Stack, I think you said you favor reducing the eligi- 
bility to draw the pension. 

Mr. Srack. Yes, sir, that is one of the major issues. 

Mr. Mack. That is to reduce it to 30 years of service at age 60. 

Mr. Stack. Yes, sir. 

Mr. Mack. Or 35 years of service without any age limitation. 

Mr. Stack. That is right. 

Mr. Mack. My question is this: Do you feel that is more important 
immediately than increasing the benefits paid to the people on the re- 
tired rolls? 

Mr. Stack. It is very hard to draw the line of demarcation in a ques- 
tion of that kind. However, it is very important, especially to those 
people that are out of work and have been let out in shops or those 
people that are in ill health and cannot work and have used up their un- 
employment insurance and have nothing to subsist on that they get 
the increase. They are the ones that would really desire the benefits 
at retirement at 60. You have the age of retirement at 67 and 68. 
The average age is 68 on the railroad. 

Mr. Mack. They are eligible to retire before that age. 

Mr. Srack. That is right. At 65 they are entitled to it, but the 
facts are that they keep on working because they are able to work. 
There are a lot of people there that are not able to work. Take a 
man who is 20 years with the railroad and is only 40 years old, and 
has a disability pension. Before he can get disability under our act, 
he has to be practically a stretcher case. So if a man is sick or is un- 
able to perform his duties, it doesn’t mean anything. So it is to try 
to protect those people that we are trying to have the law amended to 
age 60. 

Mr. Mack. Several of the witnesses have testified to the effect that 
the reason that the workers don’t retire at an early age is because 
of the inadequate benefits. 

Mr. Sracx. That is one of the reasons. This 15 percent won’t make 
it very adequate. 

Mr. Mack. Of course, we would all like to make it a 100 percent in- 
crease. 
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Mr. Strack. That is right. 

Mr. Mack. But certainly an increase of 10, 15 or 20 percent would 
not discourage any of them from retiring or it might serve as an in- 
centive to encourage them to retire at an early age. 

Mr. Stack. That is right. 

Mr. Mack. You feel that it is more important to reduce the eligi- 
bility for retirement than to increase the benefits ? 

Mr. Sracx. That is a hard question to answer. I would rather not 
answer, because I have to talk for both sides. 

Mr. Mack. That would be of assistance to the committee in de- 
termining whether legislation could be enacted and that is the reason 
I have asked the question. 

Mr. Strack. The pensions really are low. They should get an in- 
crease in pensions and annuities. I think there is no question about 
that. I think that should be our first consideration. 

Mr. Mack. Then I wanted to ask you the other question. You have 
referred to the bill introduced by the chairman and several Members 
of Congress. I want to make it very clear that we disagree with you 
on the reasons for introducing the legislation. I think I can speak 
for the other members for whom it was introduced, because we feel 
it was in the best interests of the people on the retirement rolls and 
people working in the railroad industry. 

What I wanted to ask you about is this: Do you feel it would be 
better not to enact any legislation this year than to enact the chair- 
man’s bill ? 

Mr. Strack. No, I think we should have legislation enacted this 
year because every time we move a little forward, we are going up 
a step. 

Mr. Mack. Then you are a little more favorable toward the bill 
than you have indicated. 

Mr. Srack. I am just pointing out what we think is wrong with 
the bill and expecting your committee in executive session to make 
the necessary changes. 

Mr. Mack. In other words, the bill that we have introduced in your 
opinion isa “e the right direction ? 

Mr. Strack. That is right. It has a 15 percent increase. 

Mr. Mack. I have no more questions, Mr. Chairman. 

Mr. Harris. Mr. O’Hara. 

Mr. O’Hara. Mr. Stack, it was not clear to me from your com- 
ments on section 5 of the bill, the tax exemption provision, whether 
you were in favor of that or opposed to it. What is your position ? 

Mr. Sracx. I think as brought out here yesterday rather clearly, 
the Federal Government is not going to be out any money if the tax 
is made exempt at the source, and the tax is not paid under the with- 
holding tax. Then the Revenue Code no doubt will be amended to 
take care of that provision so that they will have to pay taxes on 
their retirement benefits, which would mean that a single man who 
got a pension of $600 or more, or a married man of $1,200 or more 
would have to file income taxes. That doesn’t mean he would have 
to pay.income taxes because he would be entitled to exemption, a man 
and his wife, of about $2,400, and there is no one getting a.pension 
like that today under railroad retirement. 
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Mr. O’Hara. You still don’t answer my question. What I referred 
to is the fact that under existing law annuities are already tax exempt. 
Is that not correct ? 

Mr. Sracx. That is correct. 

Mr. O’Hara. The railroad-retirement annuities are tax exempt; is 
that not correct ? 

Mr. Stack. That is correct. 

Mr. O’Hara. Let us keep to the problem we have in this bill, and 
that is the controversial feature of exempting from taxation that part 
of the railroadman’s income which is paid into his retirement fund. 
Are you opposed to that prevision or are you in favor of it? 

Mr. Strack. He is getting both benefits. He is getting benefits on 
the amount that he is paying in that he is not paying taxes on and 
he is getting benefits on the amount that he receives that he is not 
paying taxes on, and I don’t think that is reasonable. 

Mr. O’Hara. You think he should pay taxes. 

Mr. Sracx. On either one or the other. 

Mr. O’Hara. That is all, Mr. Chairman. 

Mr. Harris. Mr. Hale. 

Mr. Hate. You said, Mr. Stack, a moment ago that you thought 
the Treasury would lose under section 5. 

Mr. Srack. Yes, they would lose considerable. I think they would 
lose a material amount of money if we establish that precedent in 
connection with railroad retirement. You will have your civil-service 
and social-security workers who amount to 60 million people involved 
in the same thing. 

Mr. Hae. I am not talking about that. I am talking about the 
actual loss under section 5 itself. The testimony yesterday, I thought, 
was that there would be something like $60 million. 

Mr. Sracx. On railroad retirement up to $60 million. That is 
based on a payroll of $5 billion. I think the payroll is higher than 
that. It might amount to even more than $60 million a year. That 
is just on railroad retirement. 

r. Hate. That is all. 

Mr. Harris. Mr. Flynt. 

Mr. Fiynt. No questions. 

Mr. Harris. Mr. Dolliver. 

Mr. Dotiiver. There is one series of questions I would like to pur- 
sue, Mr. Stack, to clarify my own mind as to your position. 

As I have understood your testimony, you are very greatly in- 
terested in procuring provisions in the Railroad Retirement Act per- 
mitting retirement after 30 years at age 60, or optionally after 35 years 
of service. Have you any estimate or do you have any accurate 
figures as to how much that provision will cost the retirement fund ? 

r. Stack. Mr. Kelly, the Chairman of the Board yesterday sub- 
mitted a cost estimate in connection with the various bills. They have 
given a cost estimate on that particular provision. 

Mr. Dottiver. Do you agree with that estimate ? 

Mr. Strack. No, I don’t believe that 548 out of every 1,000 would 
retire at the age 60. They might do it now because they have to do it 
because so many of them are out of work that are up in years. Over 
a level cost basis, no. In other words, to use the level cost basis over 
a period of 50 years on the financial angle, yes. In something like 
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this they use this one year 548 out of every thousand would retire. 
I don’t quite agree with that. 

Mr. Dotttver. What is your estimate ? 

Mr. Strack. I don’t think it will cost anything like that. I don't 
think it would cost 1 percent of payroll. 

Mr. Douttver. It would cost something. 

Mr. Strack. It would cost something, yes. 

Mr. Do.uiver. To that extent it would throw the fund out of 
balance. 

Mr. Strack. Based on a projection of 50 years, over a period of time. 

Mr. Dotutver. What should the period of projection be if not 50 

ears ¢ 

7 Mr. Sracx. Mr. Dolliver, you have heard these actuaries testify 
here for a number of years. I have heard them testify in connection 
with the social-security integration in which they said that to insure 
all railroad employees under social security would cost $700 million. 
I even heard the actuary on social security on the Senate side agree 
on that figure. When the actuarial survey came out the first year, it 
showed that the cost of reinsuring all railroad employees under social 
security was $424 million against their estimate of $700 million, which 
was a mistake or an error of possibly $300 million. 

Mr. Do.ttver. Sometimes the actuaries overestimate the cost in 
matters of this kind. I am now trying to get at your estimate of the 
cost of your proposals for the optional retirement at 60 or 30 years 
or at 35 years, whatever the age. What is your estimate? 

Mr. Stack. We had an actuarial firm, and all they could do was 
get some figures from the Railroad Retirement Board some years ago, 
and those are the figures we have to accept. 

Mr. Dotutver. Do I understand by that statement that you have no 
current figures on this very important subject ? 

Mr. Strack. We have no figures other than what the Retirement 
Board has given us. 

Mr. Dotiiver. The next question is, if it is going to cost, we will say, 
at least 1 percent, how are you going to make up that difference in 
the cost and what you take in? 

Mr. Strack. The cost element is something that has been perplexing 
for a number of years. The cost estimate is based on those projec- 
tions that will go over a period of 50 years. At the present time the 
taxes that are going into the system are more than the benefits that 
are paid out, but they spread those benefits, and they tell you about 
liabilities you are going to meet 25 and 30 and 40 years from now. 

Mr. Dottiver. Let us get back to the question again. The question 
is that these proposals of yours are going to cost something. How are 
you going to make up that difference ? 

Mr. Strack. The only way you can figure the cost is to pass the legis- 
lation, know what the cost is, and the railroad employees will stand 
for an increase in taxes, but they won’t while there. is $3.5 billion in 
that reserve. 

Mr. Dotuiver. Are you suggesting by that statement that we should 
dip into this reserve fund regardless of the results over a period of 
20 or 50. years or whatever? if sate 

Mr. Strack. No, sir, the intake today is more than the beneficiaries 
are being paid out of the present taxes being collected. 

Mr. Dottiver. That has always been the case. 
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_ Mr. Stack. That has always been the case so far. We are going on 
19 years in operation now. 
fr. Dotiiver. What does the Retirement Board’s latest actuarial 
study show with regard to the depletion of the fund? 

Mr. Sracx. They show 14.13 percent of payroll, and that is based 
on 50 years. 

Mr., Dottiver. Is that in excess of what they take in? In other 
words, what is their showing as to the loss? 

Mr.:Srack. That is in excess of what they assume they will take in 
over a 50-year period. It is based entirely on assumption. It has 
nothing to do with the economy or increases in wages or a change 
in the act, or anything of that type. 

Mr. Dottiver. I just want to be sure that I understand you now. 
Are you saying that you are willing to disregard that actuarial study 
and put these additional burdens upon the fund regardless of any in- 
crease in the income? Are you willing to say that? 

Mr. Srack. At this time I would say yes, because the fund will not 
go broke today or tomorrow, and you will have actual figures as to 
the cost if you enact the law. This Congress is meeting all the time. 
You‘can always change it to provide other financial means of meet- 
ing Sn obligation. 

r. Dotitiver. Thank you, Mr. Stack. That is all. Thank you. 
Mr. Chairman. 

Mr. Harris. Mr. Stack, I was interested in your statement with 
reference to your organization. I believe it was testified yesterday 
that there were about 654,000 retired railroad employees and survivors 
who are on the current rolls of the Railroad Retirement Board. 

Mr. Srack. That is right. 

Mr. Harris. May I inquire as to how many members there are in 
your organization ? 

Mr. Strack. Our audit is going on this week in Chicago. Last year 
we had 117,000. 

Mr. Harris. That was 1955? 

Mr. Sracx. That is 1954. We make the audit in March. The audit 
is going on now. 

Mr. Harris. Would you want to hazard a guess how many members 
you had in 1955? 

Mr. Stack. We got more. We are increasing every year. 

Mr. Harris. How many would you say you had in 1955? 

Mr. Stack. We must have five to six thousand more, at least. 

Mr. Harris. About 120,000 to 125,000? 

Mr, Strack. That is right. 

Mr. Harris. You mentioned in your statement about an annual-dues 
of $1. 

Mr. Srack. That is right. 

Mr. Harris. Is that what it costs to become a member of your organ- 
ization 4 

Mr. Srack. That is all we charge them. We don’t intend to make 
any money on the deal. 

Mr. Harris. Is that annual dues? 

Mr. Strack. That is right. 

Mr. Harris. Does the initiation amount make any difference? 
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Mr. Strack. There is no initiation. It is just a dollar, and they 
sign an application giving us the right to represent them down here 
in both Houses of Congress. 

Mr. Harris. Did I understand you to say that you refused to accept 
the annual contribution or dues of certain people? 

Mr. Stack. That is right, because they can’t afford it. 

Mr. Harris. Do you make that determination as to whether or not 
they can afford it? 

Mr. Strack. No. We have an executive staff of 21 leading railroad 
men—our executive committee—and they meet and those matters are 
discussed at those meetings. It was agreed at that time that some 
of these railroad men who could not afford the dollar that we would 
not take it. I sent a man from Washington a card who was back 2 
years. I sent him back a check for $2 because he could not afford it. 

Mr. Harris. Then you give him a free subscription. 

Mr. Strack. That is right. 

Mr. Harris. A free membership to your organization. 

Mr. Strack. That is right. 

Mr. Harris. How many of those do you suppose you have on your 
rolls? 

Mr. Stacx. I don’t know just how many. We had a lot last year. 

Mr. Harris. Are there a few or a lot? 

Mr. Stack. There are several hundred. 

Mr. Harris. But Jess than a thousand. 

Mr. Strack. That is right. 

Mr, Harris. Do you put out a magazine or periodical or pamphlet ? 

Mr. Stack. We put out the Rail Pension News, 

Mr. Harrts. Do you publish that yourself? 

Mr. Sracx. We have an editor on that. We have a publicity com- 
mittee. We are broken down into committees. I could not handle all 
the work in connection with this job, and we have a finance com- 
mittee, 5 of our men from 5 different roads, headed by 1 of our vice 
presidents, from the Pennsylvania Railroad. Our bills are submitted 
and expense accounts—my expense accounts—to that finance commit- 
tee for approval before the secretary-treasurer will draw a check 
on it. 

Mr. Harris. Is all of this operation financed out of your $117,000 
in 1954? 

Mr. Sracx. That is right. Then we have other committees. We 
have a membership committee. There are five members on that. We 
have also a publicity committee that is headed by Sands, with five 
members on that. They are the boys that pass on what goes in the 
Pension News. 

Mr. Harris. How many people are employed by your organization ? 

Mr. Strack. We have a lot of part-time workers. Take, for example, 
this Pension News. We have 125,000 circulation. We have to hire 
extra help at that time. But ordinarily we have 2 girls and we have 
1 boy, who is a high school boy, that works for us after school. I get 
paid myself, and they have offered me inereases on several occasions, 
and I have turned them down. 

Mr. Harris. You area salaried man? 

Mr. Stack. That is right. 

Mr. Harris. All of your employees are salaried people? 
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Mr. Srack. I am talking about full-time employees. There are 
employees that we pay $1 an hour as part-time workers. 

Mr. Harris. How many full-time employees do you have? 

Mr. Srack. It all depends. When we are getting out the News, 
we may have eight. We may have 10. 

Mr. Harris. They are not employed all the time. 

Mr. Strack. That is right. 

Mr. Harris. Whether they get the News out or not, they are not 
full-time employees. 

Mr. Sracx. That is right. They are generally the wives of rail- 
roadmen. We try to follow the railroad line as much as possible. 

Mr. Harris. I would like to return again to Polecat McMillan. 

Mr. Sracx. Yes, sir. 

Mr. Harris. I gather the impression that your reference to his long 
years of faithful, and I am sure efficient, service, is contrary to what 
you propose here of a general principle of trying to get a person to 
retire at 60 years of age. 

Mr. Srack. I just mentioned Mr. McMillan for the purpose of show- 
ing you that a railroadman will not retire unless he is not physically 

ble to carry on, and that the idea of getting a reduction in retirement 
age is to protect a certain element of our people who have lost their 
jobs in shops and automation and dieselization of motive power and 
people who are sick. 

r. Harris. I am glad you said that, because I have been trying to 
find out just what the principle is behind this move, and if it is a good 
move, I want to know about it. Do you mean to say, then, to over 
1 million railroad employees in the industry, that you want to adopt 
a principle here of a retirement program that will guarantee them 
security in case they lose their jobs? 

Mr. Sracs. That is right. 

Mr. Harris. And that is the purpose? 

Mr. Stack. That is the purpose. It is an insurance they get. The 
younger employees are just as interested as the older ones. 

r. Harris. That is a very interesting thing to me because I 
wondered what was behind it. Now you have made it very clear. If 
that is your position, and the position of those who are supporting 
that viewpoint I certainly would not question it, though I would not 
agree with it. Retirement programs and insurance programs are not 
necessarily those to guarantee security on the basis of whether a man 
has a job or not. It is for the purpose of taking care of him in his 
days of retirement, and after he reaches a certain age where he is not 
able to work any more. 

Mr. Strack. The man that is in ill health and can’t qualify for any 
benefits and finds himself over age 60 is certainly in a very precarious 
position relative to security. 

Mr. Harris. Let us make it 50. 

Mr. Stack. You have to have a starting point some place. 

Mr. Harrts. I know it. Why not make it 50. You said in your 
statement that a man 46 years of age, if he has lost his job, is going to 
have a difficult time finding employment. I will give you 4 years. 
Let us make it 50 on that principle. 

Mr. Strack. If you made it 50, then the man would have to start at 
20 in order to have 30 years of service. 
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Mr. Harris. I appreciate that. What I was trying to do is to 
develop for the consideration of this committee and certainly to clarify 
in my own mind the principle behind these various bills. You very 
frankly—and I want to compliment you for it—tell us now that the 
purpose behind this is to take care of certain ones who find themselves 
out of employment. 

Mr. Strack. Ata certain age. 

Mr. Harris. Then you changed the entire principle or purpose of 
railroad retirement when you do that. At the same time, is it not true 
that the Railroad Unemployment Insurance Act was adopted by the 
Congress as a matter of principle to take care of the men that you are 
trying to put in under the Railroad Retirement System ? 

Mr, Strack. Your colleague, Hon. James Van Zandt, is trying to 
extend that over the 6 months’ period. The unemployment insurance 
is not paid for the rest of your life until you qualify for benefits. It 
is paid for only 26 weeks. 

Mr. Harris. That is right. 

Mr. Strack. At the end of 26 weeks what are you going to do—go to 
the poor house? That is your question. 

Mr. Harris. I can’t agree with that altogether, either. If a man 
doesn’t have any initiative, and doesn’t want to try to get anything, 
maybe he has to make some other arrangement. 

Mr. Strack. Take a place like Altoona, Pa., where you have all the 
men out between the ages of 60 and 65. That is a railroad town that 
is dependent entirely on railroad payrolls. You cannot get a job in 
that town. You could not buy a job. Those men have lost their 
homes. In Oelwein, Iowa, they have done the same thing. There 
were 91 between the ages of 60 and 65. There are only 2 of those 
men today who are working, and that is 3 years ago. Those men are 
going down to Waterloo, lowa, commuting every weekend to home. 
That is only 2 out of 91. The Great Western went in there and bought 
their homes so they had a little money to eat on. They sold the homes 
of the general offices employees and moved them. 

Mr. Harris. Nobody is more sympathetic to anyone out of em- 
ployment than I am. That applies not only to railroad people; that 
applies to unemployed people. It doesn’t make any difference where 
they are. Under the same principle that you talked about a moment 
ago wouldn’t we be called upon to reduce whatever the age might 
be, as a starting point, to take care of all people who worked for the 
Government if they lost a job before they reached the age of 60 or 65, 
social security people who are covered by Social Security, if they 
happen to lose their jobs, and take care of all of those out of the old 
age annuity and retirement program. That certainly would be quite 
an innovation in retirement programs in this country. 

I do observe that there is a difference of opinion among some of 
the groups that have been before us. We have all heard a great deal 
recently about lobbying activities. In your statement a moment ago, 
you had something to say about the activities of some other organiza- 
tions. I believe you called them outfits. I think they would disagree 
with that characterization probably, but nevertheless in view of that, 
I wanted to ask you a little about your organization. 

Did you ever see one of these mimeographed letters that are ad- 
dressed to me and to Mr. Priest, the chairman of this committee ? 
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Mr. Stack. I have quite a few here. I have some from Little Rock, 
Ark. I didn’t see this particular one.. Someone must have made 
a stencil of it. [had quitea few from Little Rock. 

- | Mr. Harris. I can bring my files down here and show you thousands 
of them from not only Little Rock, but other places in my State, and 
all over the United States. 

Mr. Strack. I had nothing to do with this at all. This is an in- 
dividual proposition by the employees. 

Mr. Harris. How do you account for the fact that we have the same 
language in the letters, regardless of whether they come from Little 
Rock, Ark., Jacksonville, Fla., Minnesota, California, or wherever it 
may be in the United States—word for word ? 

Mr. Stack. Some of our group leaders must have had a meeting and 
got together and drafted that. xe 

Mr. Harris. Then it did come from your organization, didn’t it ? 

Mr. Sracx. It came from someone in connection with our organiza- 
tion, yes. 

Mr. Harris. Then what you did is to send out to each member on 
your rolls this letter, and told them to send it in to us? 

Mr. Strack. We never mailed that out. The only thing we put out 
is the Rail Pension News. 

Mr. Harris. And you or someone in your organization prepared the 
letter and that is how we get the thousands and thousands of letters— 
identical letters— that we have been receiving from all over the United 
States? 

Mr. Sracx. Mr. Chairman, what I have been getting is petitions. I 
have a petition out of Pittsburgh with 342 names. That was sent to 
the Hon. Percy Priest. I have 96 employees of the Missouri Pacific 
office of Little Rock, Ark., that was sent to Mr. Priest. I have some 
sent to you. 

Mr. Harris. I believe it would be more correct to say that actually 
what happened is that through your Rail Pension News you encourage 
each member to write to the Members of this committee, and suggest 
the kind of letter that should be written ? 

Mr. Stack. Somebody else got this. I have never seen one of these. 
I could swear on that. I have not seen one of these as yet. It is just 
a letter. It is stencilled. We tell them in the Pension News that 
stencilled letters are no good for Congress. We tell them that in the 
News. 

Mr. Harris. What do you tell them that is good for Congress? 

Mr. Stack. We tell them to write a letter. We never tell them what 
sosay. We tell them to express their views. 

Mr. Harris. I want you to thoroughly understand, Mr. Stack, I am 
not complaining about it. In view of what has been said, I am just 
trying to develop for the record—and appropriately so—that a lot of 
people are interested in their viewpoint. 

Mr. Stack. That is right. 

Mr. Harris. They try to express that viewpoint. But I think it 
puts someone in a bad light to criticize somebody else for doing the 
same thing I am doing. 

Mr. Srack. That is right. 

Mr. Harris. That is the purpose. I wanted to get a little idea why 
I got 150 letters in 1 day from 1 community. 
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Mr. Sracx. I got over 1,100 in 1 day. That is the usual mail. 

Mr. Harris. I yield to Mr. Dollinger. 

Mr. Douiincer. Did you mention a board of 21 people? 

Mr. Stack. Yes. They are all railroad employees. Ten the only 
one that has left the railroad business. 

Mr. Dowtrncer. Are those people presently employed with the 
railroads ? 

Mr. Sracx. They are all presently employed on the railroad. 

Mr. Doxiinerr. I mean those 21. 

Mr. Sracx. That is right. As soon as they get into an executive 
position, we drop them from our advisory staff. 

Mr. Dowtincer. These people are presently employed by the 
railroads? 

Mr. Strack. Yes. 

Mr. Dotiinerr. Are they compensated for their activities? 

Mr. Stack. Not in connection with our group. We have a dinner 
or something like that that we might treat them to. 

Mr. Dotuincer. But the work they do is not compensated ? 

Mr. Sracx. No. They are broken up into subleaders. They have 
different leaders in their offices and places that collect the membership. 

Mr. Dotiincer. How do you select those people ? 

Mr. Stack. They generally come in by recommendations of rail- 
road employees. Somebody on the Santa Fe will say that the Santa 
Fe is not represented on your advisory board, we would like to suggest 
so and so to go on your executive board. Then we investigate those 
people very ontedaie, We had a man here in the East some time 
ago and he was recommended by some people there, and we found 
out that he was not just right, and we would not put him on there. 
Under our bylaws the executive committee has to vote the man in 
before he appears as a member of our advisory board, or an officer 
in our organization. 

Mr. Dottincer. How many people does your organization have on 
the fixed payroll? 

Mr. Srack. As I explained to Mr. Harris, that is very hard to say. 
There are 2 stenographers, and 1 that is working part time, and I 
work full time. The others are all extra help. 

Mr. Do.iancer. From what bs said apparently a lot of money 
comes into your organization, about $100,000 a year. 

Mr. Sracx. We are not trying to make any money. We do have a 
substantial balance in the bank, but we are not trying to make any 
money. We are trying to give them service for the dollar that we 
are getting from them. ? 

Mr. Dotirneer. Would it be possible for you to tell this committee, 
if it is not going to be embarrassing, what the maximum salary is that 
is paid by your organization ? 

Mr. Sracx. I get $600 a month, 

Mr. Dotiincer. That is the top salary ? 

Mr. Sracx. That is the top salary. I have been offered more than 
that. As a matter of fact, let almost that when I worked for the 
railroad. 

Mr. Dottrerr. On that basis there must be a substantial balance 
every year from the membership dues that are collected. 

Mr. Sracx. That Pension News costs around $1,400 every time we 


put it out. 
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Mr. Dotxuincer. That is all. 

Mr. Wiit1aMs. Mr. Chairman, let me ask Mr. Stack to comment on 
this. I have a copy of the Rail Pension News, Mr. Stack, for January, 
February, and March 1956. 

Attention all Members of Congress: We want H. R. 3087, 5702, 7588, 8862 
enacted. 

I believe you stated a few minutes ago that you didn’t suggest to 
your members what to write and how to write it other than not to 
send mimeographed letters. 

Mr. Stack. That is right. 

Mr. WixtiaMs. On page 2 of this issue, I find this. I will read it to 
you. 


Last year we asked you to contact members of the House Interstate Commerce 
Committee. This committee is well versed in the retirement desires of our rail 
workers and will hold further hearings within the next few weeks. We again 
urge you to write Hon. J. Percy Priest, chairman, House Interstate and 
Foreign Commerce Committee, House Office Building, Washington, D. C.: “I 
want H. R. 3087, H. R. 5702, H. R. 757, H. R. 8862 enacted at this session.” 

Mr. Strack. That is not what this is quoting, is it? 

Mr, Witu1Ams. You said you didn’t tell them what to write; yet 
your paper tells them here exactly what to write. 

Mr. Strack. We tell them no mimeographed copies and stuff. This 
is mimeographed. 

Mr. Witi1aMs. Quoting further: 

If you are not a member of the forum, we ask you to join now. If you area 
member of the forum, we ask you to renew your membership of 1956. Regard- 
less, we ask you to flood the Senate Labor and Public Welfare Committee with 
postcards, letters, telegrams, and petitions (mimeograph copies have no value to 
Congress) written in your own words clearly and briefly, “I want these four 
bills enacted at this session.” 

Mr. Srack. That qualifies, Mr. Williams, when it says written in 
your own words. We are just merely setting that thing up for them, 
and it is up to them to use their own words. 

Mr. Wit1aMs. That is with respect to the Senate. When you deal 
with the House, where you suggest they write Mr. Priest, you put in 
quotations what you want them to write. 

Mr. Srack. Of course, I am chairman ex officio of that committee, 
but I can’t sometimes pass on everything that goes in there. 

Mr. Witu1aMs. I understand that. 

Mr. Srack. I do feel that some of the stuff is not quite right. 

Mr. WiiitaMs. Mr. Stack, the Rail Pension News goes to your 
membership ? 

Mr. Strack. That is right. 

Mr. Wiu1ams. I don’t believe you accept advertising, do you? 

Mr. Strack. No, no advertising. 

Mr. Wiui1aMs. This is a nonprofit organization ? 

Mr. Srack. That is right. 

Mr. Wiuu1aMs. In your statement you say nonpolitical also. 

Mr. Srack. We are nonpolitical. f 

Mr. Witu1ams. What would qualify an organization to be a political 
organization ? f 

r. Stack. If they took in money and used money for political pur- 
poses. 
75199—56-——16 
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Mr. WiiuiaMs. I take your letter, especially from Washington, 
under date of February 12, 1956, with regard to the politica] angle 
where you state: 

We can always pay a man to work for us, but we must win his heart to work 
with us. 

Mr. Stack. That is right. 

Mr. Witur1ams. And then you go ahead and say: 


The January 24 hearings are to be held on this legislation. 


You ask that they write Congress on it. You don’t consider that to 
be political, even though the legislation in question may be con- 
troversial ? 

Mr. Strack. No. My understanding about politics is that you come 
out and say vote for the Republican Party or vote for the Democratic 
Party, thus and so. 

Mr. WituraMs. I didn’t say partisan; I said political. 

Mr. Strack. We don’t have anything to do with political. When 
they are writing Congress, they are writing both political parties. 

Mr. Wiiurams. Mr, Stack, Mr. Harris asked you a minute ago, and 
failed to get a direct reply, as to how many full-time paid employees 
you have in your organization. 

Mr. Strack. I just told Mr. Dollinger that there are two girls and 
a boy and myself are full time. 

Mr. Wittrams. How many ? 

Mr. Strack. There are two stenographers and a boy who works part 
time oe us. He works Saturdays and sometimes Sundays. Then 
myself. 

Mr. Wiurams. That is you and two stenographers and several part- 
time employees. 

Mr. Stack. That is right. We have some officers that have ex- 
pense accounts. Then we have a lot of part-time people. 

Mr. Wuu1aMs. Do you have a board of directors ? 

Mr. Sracx. Yes. We have minutes. We have a girl take the 
minutes of our meeting and everything else. 

Mr. Witu1aMs. Do you have a board of directors? 

Mr. Stack. Yes, we have a board of directors. 

Mr. Wuu1ams. Who is on the board of directors? 

Mr. Strack. They are right on the back of the Pension News. That 
is the executive staff. 

Mr. Wuu1as. Is this an Illinois corporation ? 

Mr. Stack. That is right. 

Mr. Witu1aMs. A nonprofit corporation ? 

Mr. Stack. Nonprofit. 

Mr. Wiiu1ams. Are you required to make reports of any kind to 
the State of Illinois? 

Mr. Sracx. To the State. I make the lobbyist reports down here 
too in the House. 

Mr. Wru1aMs. Do you maintain a reserve fund of any kind? 

Mr. Stack. That is right. 

Mr. Wuu1aMs. The salaries of those who are full-time employees, 
I presume, are published ? 

Mr. Stack. That is right. 

Mr. Wiiu14Ms. Salaries of those who are full-time employees are 
made known, I presume, to the stockholders ? 
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Mr. Stack. The finance committee reports that. 

Mr. Wiiu1aMs. I mean to the membership of the organization. 

Mr. Strack. The finance committee reports that at the meetings. 

Mr. Wiu14ms. To whom do they report ? 

Mr. Stack. They report to the executive staff. 

Mr. Wriu1ams. ‘To the executive staff ? 

Mr. Strack. Yes, and it goes into the State. 

Mr. Wriu1ams. Who sets your salary ¢ 

4 Strack. The National Rail Veusion Forum pays me every 
month. 

Mr. Wuu1ams. I understand they pay you of course, but who de- 
termines how much salary you shall receive ¢ 

Mr. Stack. That board of directors. 

Mr. Witt14Ms. Is the information regarding the salary of the execu- 
tives in your organization made available to the membership of your 
organization ? 

r. Stack. That is right. 

Mr. Wit1aMs. In what way, Mr. Stack? By what method do you 
make that information available? 

Mr. Sracx. Some of them come in there and they want to know. 
They ask me what I am getting, or they will ask what so and so is get- 
ting, and we always give them that information. 

Mr. Wiit1aMs. Is an accounting of your salary and expenses, and 
the salary and expenses of others in the organization given general dis- 
tribution in the Rail Pension News? 

Mr, Strack. It is not, because the News is too small. We never did 
let our strength be. known, because we are building the organization. 

Mr. Wuuiams. This is a matter of public record. Don’t you have 
to file that information with the Illinois secretary of state ? 

Mr. Strack. The secretary of state comes in and checks our records 
there. The Internal Revenue comes in and checks them. 

Mr. Wru14Ms. But the records are very carefully kept under wraps? 

Mr. Strack. That is right. 

Mr. Wriu1aMs. As to how much salary the three full-time employees 
receive. 

Mr. Stack. That is right. 

Mr. Wrtu1ams. And how much expenses they receive ? 

Mr. Srack. And the secretary-treasurer at every meeting, each 
month, reads out the checks issued, the numbers of the checks and the 
amounts of the checks. 

Mr. Wiu1ams. Why should that be kept under wraps, Mr. Stack? 

Mr. Srack. Something like that showing individuals and stuff, it 
doesn’t involve anybody else but the organization itself, that wants to 
know how it is functioning. 

Mr. Wiui4Ms. It oe | involve the man who pays for his mem- 
bership. 

Mr. Srack. Any of those that do, we generally answer back. There 
is a lot of curious thinkers there that want to get some information 
for their own personal use—— 

Mr. Wit11aMs. Could you tell us in your last year, 1954, how much 
money was spent by your organization in making legislative contacts | 
and carrying out the legislative end of your business, including salaries, 
expenses ? 
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Mr. Strack. I can’t recall the figures offhand, but that is filed with 
the Clerk of the House in connection with my lobbyist statement. 

Mr, WuuiaMs. It is on file? 

Mr. Stack. With the Clerk of the House every quarter. 

Mr. Wituiams. You say that you had 117,000 members and yet you 
send out 125,000 copies of the Pension News. Who are those that re- 
ceive the newspaper who are not members of the organization ? 

Mr. Stack. Anyone that requests that we put them on the mailing 
list, or all of our retired people. They have no other avenue of re- 
ceiving the news. They are on our mailing list. The majority of our 
supply has been done by some 1,500 group leaders that we have in rail- 
road offices, terminals, and yards. They have agencies where they 
distribute this stuff, so that the employee who is a member gets a copy 
of the News. Of course, there are lot that are not members who get 


them. 
Mr. Witu14Ms. I realize you send it to every Member of Congress, of 


course. 
Mr. Strack. All Members of Congress get it, too. 
Mr. Witu1ams. That would account for some of them. That is all, 


Mr. Chairman. 
Mr. Harris. Thank you very much, Mr. Stack. 
Mr. Strack. Thank you, Mr. Harris. 
Mr. Harris. I want to compliment you on your statement from your 
viewpoint, and the viewpoint of the organization which you head. 
(The following letter was later received from Mr. Stack :) 


NATIONAL RAILROAD PENSION ForvuM, INC., 
Chicago, Ill., March 19, 1956. 
Hon. Percy PRIEST, 
Chairman, House Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D.C. 


Hon. OrEN HARRIS, 
Chairman, Subcommittee on Transportation, 
House Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. ; 

Dear Mr. CHAIRMAN: This is a supplement to my testimony recently given 
your committee in connection with hearings on railroad-retirement bills. I 
would appreciate that it be made a part of the official record. 

Mr. Lester Schoene, representing the Rail Labor Executive Association, before 
your committee on March 15 indicated that where a closed shop was contracted 
between railroads and officials of labor, the union dues were deducted from the 
gross earnings of the employees as a necessary expense to employment, and that 
the Government never protested such action. I have handled this feature with 
many rail employees whose carriers have closed-shop agreements and they ad- 
vise me that in no case do they deduct union dues from their gross earnings, 
but where they itemize deductions they do take credit for union dues under the 
miscellaneous column of the income-tax forms on page 2, just the same as taxes, 
interest, or other contributions which are necessary expense. In most cases 
where the rail employee does not have sufficient deductions to warrant an in- 
come tax less than the standard provisions would allow, union dues of course 
are not deducted. There is no line of demarcation defined in the Revenue Code 
between union dues, whether a closed shop or an open shop in the income-tax 
provision, hence Mr. Schoene’s remarks in this connection were very misleading. 

In my statement before the committee I advised that under H. R. 9065 some 
50 percent of our people retired would receive no increased benefits, as under 
railroad retirement the social-security benefits, as provided in the 1951 guaranty, 
were much higher than the rail formula for annuities would provide. I have 

. been trying to develop this information through the Railroad Retirement Board 
and have now received a letter from Raymond J. Kelly, Chairman of the Retire- 
ment Board, which shows the percentage of employees who at present receive 
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social security for their benefits. You will note they range from 6 to 94 per- 
cent, but that the average in all brackets amounts to 39.6 percent of all bene- 
ficiaries under railroad retirement. I would like Mr. Kelly’s letter, enclosed 
herewith, to be made a part of the official record. 

In this connection I would refer you to Senate Report 1572 of the 84th 
Congress, 2d session, page 207, 3d paragraph, and I quote: 

“Actuaries of the Railroad Retirement Board estimated that the railroad- 
retirement system will benefit to the extent of an average of $29,500,000 annu- 
ally in perpetuity under the financial interchange arrangement” and I think it 
would be well at this point to include also the 4th paragraph, which I quote: 

“Another provision of the 1951 amendment provides that the social-security 
system will assume responsibility for the payments of benefits to railroad em- 
ployees who, at time of retirement or death, have less than 10 years of railroad 
service. While this provision will not result in transfer of funds between the 
systems, the Board actuaries have estimated that as a result of this arrangement 
the railroad-retirement system will be relieved of the payment of $89,500,000 
annually.” 

I hope in view of the controversy in connection with H. R. 9065 that the com- 
mittee will look with favor on the bills we support, on which your committee 
has over 100,000 expressions from our railroad people supporting the legislation 
we seek in the interest of those we aim to serve. 

Sincerely yours, 
NATIONAL RAILROAD PENSION Forum, INc., 
THoMAS Stack, President. 


UniTep STATES OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Ill., March 12, 1956. 
Mr. THOMAS STACK, 
President, National Railroad Pension Forum, Inc., 
Chicago, Ill. 

Dear Mr. Stack: This is in reply to your letter of February 25, 1956, in which 
you ask for information on the proportions of beneficiaries on the Board’s monthly 
benefit rolls whose benefits were computed under the social security minimum 
guaranty provision of the Railroad Retirement Act. The information you re- 
quested is as follows with respect to the beneficiaries of each type on the rolls 
on December 31, 1954, the latest date for which we have complete figures on 


this subject: 
a — 
social secw 
Type of benefit : minimum querenty 


Aged widows and widowers 
Other survivors 
Sincerely yours, 
RayYMonp J. KEtty, Chairman. 


Mr. Harris. Is Mr. Matt Triggs here ? 

(No response. ) 

Mr. Harris. Mr. Triggs advised the committee that he wanted to 
make a statement, and let the record show that if he desires he may 
file a statement for the record. 

Is Mr. Jesse Graham here? 

(No response. ) 

Mr. Harris. His statement will be received for the record. 
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(The statement is as follows :) 


RAILROAD EMPLOYEES CLUBS OF AMERICA, INC., 
Kansas City, Mo., January 30, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
Washington, D. C. 


HONORABLE CONGRESSMAN : I would like to have this statement read before your 
committee, and placed in the record on railway retirement hearings. My name 
is Jesse R. Graham, locomotive engineer on the Missouri Pacific R. R. I reside 
at 4233 Scarritt Street, Kansas City, Mo. 

I am secretary of the Railroad Employees Clubs, Inc., a chartered organization 
under the State laws of the State of Missouri, as a nonprofit social and educa- 
tional group of men and women, for all branches and departments of the rail- 
roads in the United States of America. 

As secretary of the Railroad Employees Clubs of America, Inc., and as a tax- 
payer and voter, I am asking your Committee on Interstate and Foreign Com- 
merce, to endorse House bill H. R. 3087. 

As secretary of the clubs I know that over 350,000 railroad men and women 
who are all taxpayers and voters have signed petitions asking their Congressman 
to support House bill H. R. 3087 and that the Railway Retirement Act be amended 
with all of H. R. 3087. I know that these petitions are in the hands of 
Congressmen. 

Respectfully yours, 
Jesse R. GRAHAM, Secretary. 


Mr. Harris. We have two other important witnesses in connection 
with this hearing, and that is Mr. Finney of the Association of Amer- 
ican Railroads, and also Mr. Elmer Monroe, the vice president. Is 
Mr. Finney here ¢ 

Mr. Finney. Yes, sir. 

Mr. Harris. Is Mr. Monroe here ? 

Mr. Monrog. Yes, sir. 


Mr. Harris. We had hoped to conclude these hearings today. We 
find ourselves in somewhat of a dilemma because of the situation on 
the floor of the House. 

(Discussion off the record.) 

Mr. Harris. The committee will recess now until 2: 30. 

(Thereupon at 12:20 p. m., a recess was taken unti/ 2; 30 p. m., the 
same day.) 


AFTER RECESS 


Mr. Haass. The committee will come to order. 

(Discussion off the record.) 

Mr. Haxris. In view of the situation on the floor of the House, the 
committee will adjourn until further notice, 

(Thereupon at 2:45 p. m., a recess was taken subject to call of the 
Chair.) 
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THURSDAY, MARCH 15, 1956 


House or Representatives, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m. pursuant to call, in room 1334, 
New House Office Building, Hon. John Bell Williams presiding. 

Mr. Witu1aMs. The committee will please come to order. 

This morning the subcommittee is resuming hearings on the various 
railroad retirement bills pending before the committee. 

When the subcommittee recessed its hearings last week, March 7, 
we still had not heard from the witnesses representing the Association 
of American Railroads. These witnesses are here today, I understand, 
and will be heard. 

In addition, the committee received a letter from the Secretary of 
the Treasury, which I have in front of me, stating that the Treasury 
Department had made further examinations of H. R. 9065, and related 
bills, and has produced new information of interest to this committee. 


As a result of that, the witness for the Department is present and 
will be heard at the conclusion of the statement by the witnesses for 
the Association of American Railroads. 

I believe that we have, representing the Association of American 
Railroads, Mr. Gerald D. Finney and Mr. J. Elmer Monroe. 

Which of you gentlemen desires to proceed ? 


STATEMENT OF GERALD D. FINNEY, ASSISTANT GENERAL 
SOLICITOR, ASSOCIATION OF AMERICAN RAILROADS, WASHING- 
TON, D. C. 


Mr, Finney. I am assistant general solicitor, Mr. Chairman, and I 
should like to proceed. 

Mr. Wiu1ams. You may proceed, Mr. Finney. Will you state 
your name and identification for the record. I believe you have a writ- 
ten statement. 

Mr. Finney. I do, sir. Does the committee have copies of my state- 
ment ? 

Mr, WituiaMs. Yes. 

Mr, Finney. Mr. Chairman and gentlemen of the committee: My 
name is Gerald D. Finney, and I appear here for the Association of 
American Railroads, of which I am assistant general solicitor. The 
association. is a voluntary association of-railroads including in its mem- 
bership railroads operating over 95 percent of the railroad mileage and 
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having operating revenues of approximately 95 percent of the total 
railroad operating revenues of all railroads in the United States. 

The notice of hearings, dated January 11, 1956, stated that your 
committee would hold hearings beginning on January 24 on all pend- 
ing railroad-retirement bills. Some 50 bills relating to the railroad- 
retirement system had been introduced in the House and referred to 
this committee, and since January 11, some 70 or 80 additional bills 
have been introduced. The pending bills fall into two general groups: 
approximately 60 would liberalize retirement and survivorship an- 
nuities under the Railroad Retirement Act and none of these bills 
would provide any revenue to meet the increased costs which would 
result from such liberalization; the remaining bills—which are iden- 
tical—would likewise liberalize retirement and survivorship annuities, 
but would also provide revenues which would in part meet the addi- 
tional costs resulting from that liberalization. I shall discuss this 
latter group of bills first. 

Before proceeding to discuss the provisions of those bills, it seems 
to me that one important fact should be mentioned. The group of 
persons for which additional benefits would be provided is a group 
whose benefits are already much more generous than those available 
to the group covered by the social-security system. Any increase in 
railroad benefits would further increase the spread between the 
railroad-retirement system covering about 1 million workers and the 
social-security system covering 50 times that many employees. 

As we have said many times to your committee and we here say 
again, the position of the railroads with respect to proposals to liber- 
alize benefits under the railroad-retirement system is: First, that the 
railrdads are opposed to any increase in taxation to support the 
railroad-retirement system, either directly through an increase in the 
rate of tax or indirectly through an increase in the taxable compensa- 
tion base; and second, that the railroads believe that the railroad- 
retirement system should be maintained on a sound financial basis; 
that is, that the cost of paying the benefits under that system should 
not exceed the revenues of the system. 

H. R. 9065 introduced by the chairman, Mr. Harris, of this sub- 
committee, and bills identical with it would amend the Railroad 
Retirement Act by: providing in general a 15-percent increase in 
annuities paid under the act and at the same time would increase 
the payroll taxes paid to are the railroad-retirement system from 
1214 to 1414 percent, one-half, of course, of this amount being paid 
by the employee and the other half by his employer. 

The railroads now pay 614 percent of their taxable payroll in oe 
port of the retirement system. Under the bill, they would immedi- 
ately be called upon to pay 714 percent. This 1 percent increase, 
according to the Railroad Retirement Board’s actuaries, would on a 
level basis over the years, amount to $53 million annually. Em- 
ployees, of course, would be required to pay the same additional tax 
on their compensation. In the view of the railroads, there can be no 
possible justification for increasing railroad payroll taxes for retire- 
ment purposes when such taxes are already far greater than taxes 
paid for the same purposes by industries covered by the social-security 
system. As I have said, the railroad tax rate is now 614 percent. 
The tax rate currently paid by other industry is only 2 percent and 
at its maximum, not to be reached until 1975, will be only 4 percent. 
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In other words, at the present time other industries, including those 
such as motortrucks and airlines, which are the competitors of the 
railroads, are paying less than one-third as much tax as the railroads 
are paying for retirement and survivor benefits, and even after their 
tax reaches its highest point, they will be paying less than two-thirds 
the amount the railroads are now paying. 

It should be borne in mind that the impact of the railroad-retirement 
payroll taxes upon the railroad charges to the public is entirely out of 
line with the impact of other industries’ social-security taxes upon the 
price of their products. This is due not only to the fact that the rail- 
roads pay much higher taxes, but also to the fact that in the railroad 
industry the payroll cost is a much larger part of the gross income than 
in the case of industry generally. In 1954 the railroad payroll was 
51.8 percent of gross revenues from charges for services (computed 
from reports of the Interstate Commerce Commission). For all manu- 
facturing industries, the payroll was 23.5 percent of the sale price of 
their products (computed fies reports of the U. S. Department of 
Commerce). Thus, the manufacturing industries’ social-security pay- 
roll tax of 2 percent was 0.47 percent of the price of their products. 
In sharp contrast, the railroad-retirement payroll tax of 64% percent 
was 3.24 percent of the price of railroad services, or about 7 times as 
much as in the case of manufacturing industries. 

Mr. Monroe, who will follow me, will deal in some detail with the 
financial situation of the railroads. However, I would like to point 
out that railroad earnings at the present time and in recent years have 
been highly unsatisfactory despite relatively high levels of traffic. 

During the 5-year period 1951-55, the annual rate of return earned 

by class 1 railroads on their net investment was only 3.92 percent. This 
unsatisfactory condition is not a recent development. The railroads 
have been very low earners for a very long time. Their average return 
on net investment for the 30-year period 1926-55 was only 3.62 per- 
cent. 
Other industries have been much more fortunate. During the 5- 
year pa 1951-55, according to figures published by the First Na- 
tional City Bank of New York, manufacturing industries on an aver- 
age have earned an annual return of 13.5 percent on their net assets. 
On the same basis and for the same period, the railroads have earned 
an annual return of only 5.1 percent. 

It should also be pointed out that since January 1, 1955, railroad 
operating costs have been increased by more than $600 million a year. 
Increased costs of wages and health and welfare plans have accounted 
for more than $450 million of that total. Had those increased operat- 
ing costs been in effect during the entire year 1955, the railroads, rather 
than having a rate of return on net investment of 4.21 percent, would 
have had the alarmingly low return of 2.92 percent. 

Mr. Monroe will, as Theve said, discuss the financial siuation of the 
railroads. I merely wish to point out that in recent years, notwith- 
standing the Nation’s general high level of prosperity, railroad earn- 
ings have been wholly inadequate. 

As I stated a little earlier, H. R. 9065 increases expenditures of the 
railroad-retirement system by providing an increase of 15 percent in 
most of the benefits and at the same time provides additional revenues 
by increasing the tax rate by 2 percent: 1 percent to be paid by the 
railroads and 1 percent to be paid by the employees. 
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In any consideration of a bill which increases the cost of the rail- 
road-retirement system there must be borne in mind the results of 
the sixth actuarial valuation of assets and liabilities under the Rail- 
road Retirement Act, made by the Railroad Retirement Board and 
approved by the actuarial advisory committee in accordance with 
the provisions of the Railroad Retirement Act. The statement by 
the actuarial advisory committee approving the sixth valuation is 
dated as recently as essed 20, 1955. This valuation shows that 
the net level cost of the railroad-retirement system as it now stands 
is 14.13 percent of an estimated level taxable payroll of $5.8 billion, or 
1.63 percent greater than the present tax income which is 12.5 percent 
of that payroll. The 1.63 percent of the $5.3 billion payroll means 
that the actuaries report that the railroad-retirement system is op- 
erating at a deficit of more than $86 million a year. 

Additionally, both the Board’s actuary and the actuarial advisory 
committee take the view that if the $86 million deficit figure is incor- 
rect it is likely to be too small rather than too large. The actuary’s 
report says, and I am quoting from his report : 

It is believed that no overly conservative assumptions have been introduced 


in this valuation so that the likelihood of an understatement of costs appears 
to be greater than that of an overstatement. 


The actuarial advisory committee said in its statement : 


The assumptions used are believed to be appropriate although they probably 
tend to understate rather than to overstate the contributions needed. 


In a statement by the Railroad Retirement Board dated December 
22, 1955, in which it commented on the sixth actuarial valuation, the 
Board unanimously had the following to say regarding the present 


deficit : 

The Board is concerned about the excess of level costs over the annual tax 
rate of 12.5 percent. This excess, called the actuarial deficiency, is 1.63 percent 
of payroll (14.13 minus 12.50) or about $86 million a year on a level basis. While 
this deficiency is not immediately dangerous, means for its ultimate elimination 
should be carefully studied by all concerned. 

H. R. 9065 adds to the costs of the railroad-retirement system by 
increasing benefits and at the same time, adds to the railroad-retire- 
ment account by providing increased taxes. What then would the in- 
creased expenditures and increased income amount to? Basing his 
estimates on the figures contained in the sixth valuation, the chief 
actuary of the Board has estimated that H. R. 9065 would involve an 
additional cost of 2.30 percent of taxable payroll. On the basis of a 
$5.3 billion annual taxable payroll, the additional cost would amount 
to $121.9 million a year. The additional income provided in the bill 
would be 2 percent of the same payroll, or $160 million a year. In 
other words, the bill costs practically $122 million a year and addi- 
tional revenues provided in the bill total $160 million a year, or about 
$16 million less than is necessary to pay the added costs. Thus, if H. 
R. 9065 were enacted, the deficit of 1.63 percent of payroll or $86 
million a year, would be increased to 1.93 percent of payroll, or about 
$102 million a year. ; 

The railroads, of course, have a vital interest in maintaining the 
soundness of the railroad retirement fund. From their view the exist- 
ing deficit of $86 million a year is extremely dangerous for it is obvious 
that if it is not sharply reduced, the fund will necessarily be depleted 
and the system will go bankrupt. In this situation, the railroads 
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submit that there can be no justification whatsoever for piling another 
substantial deficit on top of the already tremendous defcit. 

Increasing the deficit runs directly counter to the recently expressed 
view of the Railroad Retirement Board that careful study should be 
made of the deficiency of $86 million a year in order to bring about its 
elimination. Further, in view of statements made in the past by 
representatives of the standard railroad labor unions, it is difficult to 
understand the logic behind their urging passage of a bill which would 
bring the deficit to almost 2 percent of payroll. Over the years the 
brotherhood representatives have anguil that a deficit of 1 percent 
is a safe margin within which to operate. They have taken that posi- 
tion because they allege that experience has demonstrated that actu- 
aries are apt to err on the caution side and because experience has 
further indicated that there is not any real danger in going into a 
deficit figure of up to 1 percent. The railroads have disagreed with 
that position, submitting that there is just as much likelihood that in 
the event of an error, it will be made on the liberal side, and that 
experience may well show that the fund is worse off than the actuarial 
estimate indicates it will be. 

In the June 1954 hearings before the House Committee on Inter- 
state and Foreign Commerce on a large number of bills to amend the 
Railroad Retirement Act, executive secretary A. E. Lyon of the 
R. L. E. A., for whom Mr. Schoene appeared here last week on behalf 
of the Standard Railway Labor Unions, said during a discussion of 
the 1 percent deficit theory, that the estimated deficiency of 0.94 (at 
that time) was not too serious a matter and that in view of the fact 
that a review of the situation was made on an average of every 2 or 
3 years and if we hold the fundamental philosophy of the system, and 
will be alert about it and intelligent about it, there need not be any 
worry about that kind of a deficiency in his opinion. 

Chairman Priest of the House Committee then asked Mr. Lyon if 
the deficiency went beyond the 1 percent whether he would consider 
that as somewhat risky. Mr. Lyon replied: “I think so; yes, sir.” 
(See page 129 of the printed hearings.) If the labor representatives 
are consistent in their position, it would seem that they would now feel 
that the existing deficit of 1.63 percent is extremely risky and it would 
further seem that they could not advocate favorable consideration of 
legislation which would increase the deficit to approximately twice the 
1 percent figure; or what, as late as 1954, they considered to be the 
maximum deficit which could be incurred without undue risk. 

To summarize, H. R. 9065 would increase by 15 percent annuities for 
employees and survivors who already are receiving annuities consider- 
ably greater than those received by persons covered by the general 
social security system; it would impose a very substantial increase on 
the railroads’ payroll taxes for retirement purposes when such taxes are 
already much larger than similar taxes paid by other industry; such 
udditional taxes would be imposed at a time when the railroads are in 
no position to pay them; and the added taxes paerice in H. R. 9065 
would not pay for the benefits provided in the bill with the result that 
the very large existing deficit in the retirement fund would be in- 
creased materially. In view of these facts, it is the position of the rail- 
road industry that your committee should not give favorable consider- 
ation to H. R. 9065. 
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The Bureau of the Budget is on record as opposed to the enactment 
of H. R. 9065 and identical measures. 

I understand that the Department of the Treasury has also come 
out against the bill. 

I shall now discuss the remaining group of 60 bills, each of which 
would liberalize retirement and survivorship annuities under the Rail- 
road Retirement Act and none of which would provide any revenues 
to meet the increased costs resulting from such liberalization. In spite 
of the fact that no revenues are provided, these bills, as I shall show 
later, generally would liberalize the benefit provisions of the Railroad 
Retirement Act, thus greatly increasing the costs of the system and, if 
enacted, would inevitably bankrupt the system. I shall not undertake 
to discuss all of these bills in detail. 

While there are many reasons why these measures should not be en- 
acted, the fact that they would all add to the costs of the system, al- 
ready ae at an extremely large deficit, is in the view of the rail- 
roads a compelling reason for their rejection by your committee. 

Twenty of the pending bills are either identical with or contain pro- 
visions similar to those in H. R. 8087, which gains its principal support 
from the National Railroad Pension Forum, Inc. That bill has been 
the subject of considerable testimony during these hearings, and I shall 
discuss it first. H.R. 3087 would amend the Railroad Retirement Act 
as follows: 

1. Full annuities would be payable at age 60 after 30 years of service 
or after 35 years of service regardless of age. 

2. In computing the average monthly compensation for service be- 
fore 1937—that is the time whee no taxes were paid, generally spoken 
of as “prior service”—the present 1924-31 base period would be re- 
placed by the employee’s 5 highest calendar years of earnings. 

3. All employee anuuities and pensions and joint and survivor an- 
nuities would be increased by a flat 15 percent. 

4. New minimum annuities would apply in the cases of persons with 
30 or more years of service which would be equal to 50 percent of the 
average monthly compensation for the 5 highest calendar years of 
earnings. 

5. The limit of the creditable monthly compensation would be raised 
retroactively to $350. 

The increase in benefits provided by H. R. 3087, according to esti- 
mates of the Railroad Retirement Board, as included in their report 
to this committee dated June 7, 1955, would add $235 million a year 
to the costs of the retirement system. In other words, this bill would 
increase the costs of the system by more than one-third. The Sixth 
Actuarial Valuation states that benefit payments in October 1955 
amounted to 97.5 percent of the retirement taxes allocable to that 
month on a pro rata basis and adds that this high percentage implies 
that the railroad retirement system is rapidly approaching the point 
where benefit disbursements will exceed tax collections. e commit- 
tee will have in mind, in this connection, that the railroad system will 
not mature until about the year 2000. Without doubt, passage of H. R. 
3087 would result in a situation where the balance in the fund would 
begin to decrease in the er near future. 

Chairman Kelly of the Railroad Retirement. Board, in ——- in 
June 1954 before the House Committee on Interstate and Forei 
Commerce on railroad retirement measures very similar to H. 
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3087, called attention to a bill which he said would cost about $250 
million a year and stated that if that bill were adopted the railroad 
retirement fund would become exhausted by around the year 1970. 
(See page 61 of the printed hearings.) It is obvious then, that if H. 
R. 3087 is enacted, thereby adding $235 million a year to the costs 
of the retirement system, the fund will be completely exhausted in the 
relatively near future. Should this be permitted to occur, the rail- 
road retirement system would have billions of dollars of liabilities to 
annuitants and to those at the time in active service who would have 
= taxes over a long period of years and yet the system would not 
ave one cent to meet those liabilities. Enactment of H. R. 3087 would 
completely destroy the railroad retirement system in the form in which 
it was established in 1937 at the instance of the President of the United 
States and by agreement between the railroads and their employees. 

Mr. O’Hara. Mr. Chairman, I wonder if the gentleman would per- 
mit me to ask one question here. 

Mr. Finney. Certainly, Mr. O’Hara. 

Mr. O’Hara. Mr. Finney, I wonder if in connection with the single 
item of the bill that you just referred to, have you separately stated 
the cost of the so-called 5 highest years service provision ¢ 

Mr. Finney. I do not recall that that estimate was made. I believe 
that a couple of years ago, Mr. O’Hara, when the Board reported 
on a similar bill, it did include a statement with respect to the 5 highest 
prior years. I think that the latest report just gave the total cost of 
the bill and I have not gone back to the earlier report to see what the 
5 high years would cost. 

Mr. O’Hara. Very well. 

Mr. Finney. Adding $235 million a year to the costs of the retire- 
ment system, which is presently operating at an $86 million a year 
deficit, would put the total costs beyond any possible means of financ- 
ing through payroll taxes and thus, completely wreck the system and 
destroy the theory upon which it is based. 

In addition to the cost feature, which in and of itself is a com- 
pelling and conclusive reason why the bill should not be enacted, 
there are other reasons why it should not receive favorable considera- 
tion. 

One of such reasons is that it would reduce the permissive retirement 
age to 60 and by so doing, encourage railroad workers to retire from 
railroad service at that age. Early retirement from railroad service 
would create inequities in that the worker who took advantage of the 
permissive retirement with full annuity at age 60 would pay less in 
taxes and receive more in benefits than the worker who remains in 
service after reaching age 60. Somebody has to pay the cost of the 
early retirees’ additional benefits and the load would fall on the 
Weskeania who stay in service until reaching age 65 or more. It is signifi- 
cant that under the Social Security Act no individual can receive a re- 
tirement benefit prior to attaining age 65. 

Attention should also be called to the fact that under H. R. 3087 
an employee retiring at age 60 or less could collect his railroad-retire- 
ment annuity and at the same time work and receive wages in em- 
ployment covered ~ the social-security system long enough to qualify 
for benefits under that system, and upon quitting active work receive 
both a railroad annuity and a social-security benefit. Under the 
present provisions of the respective systems the sum of these benefits 
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would be much greater than the railroad-retirement annuity which 
would accrue to an individual who continued to work and continued 
to pay the railroad-retirement tax after attaining age 60. 

he provision of H. R. 3087 which would require the use of an 
employee’s 5 highest calendar years of earnings in order to compute 
his average monthly re for prior service; that is, before 
1937, would give the employee higher compensation for service prior 
to 1937 than he would receive for service subsequent to 1937. Of 
course, this is just another way of increasing the annuity for em- 
ployees with prior service, but there is certainly no logic or reason 
for so doing, particularly in the light of the fact that such service 
was untaxed service. 

In estimating the costs of the bill the Railroad Retirement Board 
assumed that in computing the average monthly compensation for 
service prior to 1937 it was intended that the 5 years of earnings 
should all be years before 1937. The wording of the bill is not clear 
and if the estimate had been based on the 5 highest years of earnings 
including all years of service, that is, both before and after 1937, the 
cost estimate would necessarily have been much higher. 

As the Railroad Retirement Board has pointed out in its report 
of June 7, 1955, regarding H. R. 3087, administrative problems in- 
volved in determining an employee’s 5 highest years of earnings are 
almost insurmountable. A great many railroad employees have long 
periods of service prior to the enactment of the Railroad Retirement 
Act and their payroll records may not be available. Even in those 
cases in which they are available, the administrative cost to the Rail- 
road Retirement Board and to the railroads themselves in determining 
employees’ 5 highest years of compensation would be very large. 

i. R. 3087 would increase both current and prospective annuities 
by 15 percent and as has been shown above, enactment of such a 
provision would result in increased cost of the retirement system of 
$122 million a year. 

The proposed new minimum provision would provide that persons 
who retire with 30 years of service would receive an annuity equal to 
50 percent of the average monthly compensation for the 5 highest 
calendar years of earnings. At the present wage levels under stand- 
ard contracts with the labor organizations, this provision would have 
the practical effect of fixing the minimum annuities ranging from 
$139 per month—that is, the $139 per month as a minimum—to $175 
a month. The maximum creditable compensation was raised from 
$300 to $350 a month effective July 1, 1954, so the $175 minimum will 
not be reached until July 1, 1959, when a worker will have had 5 
years of creditable earnings at $350 a month. However, if this bill, 
H. R. 3087, passes, the limit of creditable monthly compensation 
would be raised retroactively to $350 and the $175 minimum would, 
of course come into effect at once. While the $139 minimum annuity 
might be paid in some cases, the majority of railroad employees 
presently receive compensation of more than $350 a month in w ich 
event, of course, the minimum monthly annuity would be $175. 

It seems clear to us that many inequities would be created by pay- 
ing a minimum annuity of $175 to a majority of individuals when 
the maximum annuity which can presently be obtained under the 
Railroad Retirement Act is something less than $167 and with the 
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15-percent increase proposed in the bill, would become about $192. 
The railroad worker whose compensation was in the top brackets for 
a long period of time would pay railroad tax on that compensation, 
but in many instances the annuity he would draw at the time of 
retirement would be no greater, or be but little greater than that 
received by another railroad worker who had been in the high- 
compensation brackets for only a relatively short period of time and, 
therefore, paid a considerably smaller amount of tax. 

To summarize, H. R. 3087 would drastically increase the benefits 
under the Railroad Retirement System and add to the costs of that 
system $235 million a year. The effect of the enactment of the bill 
would be to exhaust completely the railroad-retirement fund and leave 
the system with billions of dollars of liabilities to annuitants and no 
money with which to pay them. 

Both the Railroad Retirement Board and the Bureau of the Budget 
have recommended against enactment of H. R. 3087. 

H. R. 2573, H. R. 3209, H. R. 3590, H. R. 3612, H. R. 3938, and 
H. R. 8828 are identical with, and H. R. 760 is practically identical 
with, H. R. 3087. 

In the remainder of my statement I shall discuss briefly the other 
pending bills. It should be mentioned that several of the bills con- 
tain errors in draftsmanship. For example, if H. R. 3607 were read 
literally, it would provide a monthly retirement annuity of several 
thousands of dollars. I shall not undertake here to comment upon 
faulty draftsmanship of the bills. 

H. R. 4305 and H. R. 4306 would each provide full annuities for 
women employees at age 55 if they have 25 years of service. Full 
annuities would also be provided for men who retire at age 60 pro- 
vided they have 30 years of service. The basic amount, which is the 
unit for determining survivorship benefits, would be increased by 
25 percent. In addition, H. R. 4505 would increase all employment 
annuities by 25 percent, and H. R. 4306 would give employees a new 
minimum which would equal one-half of the average monthly com- 
pensation for the 5 years of highest earnings. H. R. 4306 would also 
provide a maximum employee annuity of $175 a month. The cost of 
the increased benefits provided in H. R. 4305, according to estimates 
of the Railroad Retirement Board would be more than $250 million 
a year and the increased cost of H. R. 4306 would be $200 million a 
year. The Railroad Retirement Board has recommended against 
favorable consideration being given to these bills and the Bureau of 
the Budget also advises that it recommends against their enactment. 
It is worth noting that Mr. Thomas Stack does not favor H. R. 4305. 
At least in his prepared statement for the hearings scheduled in June 
1955 before the Subcommittee on Railroad Retirement of the Senate 
Committee on Labor and Public Welfare, he had the following to say 
with respect to S. 2058, which is identical with H. R. 4305: 

S. 2058 seems to be a good bill, but goes a little too liberal in its benefits, 
and there is some question if the solvency of the fund would be involved. This 
bill has the basic principles of H. R, 3087, pending now with some 10 pending 
bills in the other body. 

The committee, of course, will bear in mind that H. R. 3087, the bill 
which Mr. Stack supports, would increase the existing deficit by $235 
million a year. 
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H. R. 5218 would permit railroad workers to retire on full annuities 
at age 60 or regardless of their age after the completion of 30 years 
of service. The bill would change from 65 to 60, the age at which dis- 
ability annuitants would no longer be required to furnish proof of 
continued disability, the age for requiring relinquishment of rights 
would be changed from 65 to 60, and the work restriction for disability 
annuitants would cease at age 60. Spouses’ annuities would become 
payable at age 60 providing the employee was also age 60 or over. 
The Railroad Retirement Board’s estimate of the additional costs pro- 
vided in this bill is well over $200 million a year. The Board recom- 
mends that no favorable consideration be given to the bill and the 
Bureau of the Budget concurs in that recommendation. 

H. R. 182, H. R, 858, H. R. 3826, identical bills, would provide for 
full annuities being paid to employees who have attained the age of 
60 or who have 30 years of service regardless of age. Such a pro- 
vision, of course, would permit retirement with full annuities at 50 
or 55 years of age. The bills would also provide a new minimum for 
persons retiring at age 60 with 30 years of service which would be equal 
to one-half of the creditable monthly compensation for the 5 consecu- 
tive years of highest earnings. The Railroad Retirement Board esti- 
mates that enactment of any of these bills would result in increased 
costs of $200 million a year. The Board has recommended against 
favorable consideration of the bills, and the Bureau of the Budget 
concurs in that recommendation. 

H. R. 3607 would provide for the payment of full annuities after 30 
years of service regardless of the age of the annuitant and also pro- 
vide a new minimum for those with 30 years of service which would be 
equal to one-half of their average monthly compensation for the 5 
highest consecutive years of earnings. The bill, according to the Rail- 
road Retirement Board’s estimate, would cost more than $200 million 
a year and the Board recommends against favorable consideration 
being given to it. The Bureau of the Budget concurs in the Board’s 
recommendation. 

H. R. 306 would provide full annuities to individuals who have com- 
pleted 30 years of service. The Board has estimated that this bill 
would add $191 million to the costs of the railroad retirement system. 
Both the Board and the Bureau of the Budget recommend against en- 
actment of this bill. 

H. R. 856 would provide for the payment of full annuities at a 
60 or after the completion of 35 years of service regardless of age. In 
addition, the bill would estimate a new minimum applicable in cases 
of persons reaching age 60 or with 35 years of service. This minimum 
would equal one-half of the average monthly compensation, not in ex- 
cess of $300 per month during the employee’s 5 highest years of earn- 
ings. The Railroad Retirement Board has estimated that this bill 
would add $150 million a year to the costs of the railroad retirement 
system and both the Board and the Bureau of the Budget recommend 
against enactment of it. 

H. R. 3795 provides for full annuities to employees who have com- 
pleted 30 years of service and are age 60, or to employees of 35 years 
of service regardless of their age. In computing the “prior service” 
monthly eres that is, for service before 1937, the present 
computation based on the 1924-1931 period would be replaced by 
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2% computation based on the 5 highest calendar years of earnings. 
In its report on the bill, the Railroad Retirement Board has in- 
terpreted the bill as meaning that the 5 highest years of earnings are 
to his the 5 highest years before 1937. ‘The bill would retroactivel 
raise the limit on creditable monthly compensation to $350. Amen 
ments proposed in H. R. 3795 would cost, according to the Railroad Re- 
tirement Board’s estimates, $115 million a year. The Board and the 
Bureau of the Budget recommend against enactment of the bill. 

H. R. 6838 would increase all employee annuities and pensions by 
15 percent and for those annuitants with 30 years of service a new 
minimum annuity would apply. This minimum would equal one-half 
the average monthly compensation for the employee’s 5 highest years 
included in his years of service. The amendments provided in H. R. 
6838 would cost the retirement fund $110 million a year and the Board 
recommends against its enactment. That recommendation has been 
cleared with the Bureau of the Budget. 

H. R. 3401 and H. R. 4301, practically identical bills, would base 
the average monthly compensation on the 5 calendar years, not neces- 
sarily consecutive, of the highest earnings during the employee’s 
working lifetime. The limit on creditable monthly compensation 
would retroactively be raised to $350. Under the present law the 
limit is $300 per month per employee for service prior to July 1954, 
and $350 per month thereafter. H. R. 3041 would revise the for mula 
for computing the basic amount in whio th a way as to increase such 
basic amount by some 25 percent to 32 percent. Spouses’ annuities 
would become payable at age 60 instead of the present age 65. The 
Railroad Retirement Board estimates that the additional cost of the 
amendments proposed in H. R. 3401 would amount to approximately 
$100 million a year. The Board and the Bureau of the Budget rec- 
ommend against its enactment. 

H. R. 5426 would provide full annuities to employees with 40 years 
of service regardless of age and in det termining the average monthly 
compensation for service before 1937, ¢ omputation would be based on 
either the 1924-1931 period or the 1940-1947 period, depending on 
which one would provide the higher average for prior service. Under 
the present law, the 1924-193 1 period is employed. This bill, ac- 
acording to the estimates of the Railroad Retirement Board, would add 
$22 million a year in added costs. The Board and the Bureau of the 
sudget recommend : against its enactment. 

We urge that this committee not give favorable consideration to 
H. R. 3087 and bills identical with it, nor to the other bills which I 
have discussed that contain some of the same or similar provision to 
those found in H. R. 3087. In so doing, we take the same position 
as the Railroad Retirement Board, which position has in each case 
been cleared with the Bureau of the Budget. Further, the Bureau 
of the Budget has, except for one bill, itself recommended against 
enactment of any of these measures. 

The remaining measures <liscussed hereafter all provide additional 
benefits with resultant increases in cost. They provide no additional 
revenues. The railroads oppose their enactment. 

H. R. 8492 and H. R. 8702 provide for retirement with full annuities 
for individuals that have completed 30 years of service regardless of 
age. They also increase from $100 a month to $200 the amount of 
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outside income which disability annuitants may earn without losing 

the right to receive their annuities. These bills also increase the per- 

centages employed in arriving at the retirement annuity. The Rail- 

— Retirement Board has not made an estimate as to the cost of these 
ills. 

Six bills, H. R. 859, H. R. 7984, H. R. 7986, H. R. 7988, H. R. 7990, 
and H. R. 8231, would provide increases in benefits ranging from 10 
percent to 25 percent. These bills would increase the cost of the rail- 
road retirement system by amounts ranging from $83 million a year 
to $200 million a year. No provision is made for financing the addi- 
tional cost. The Railroad Retirement Board recommends against 
enactment of these measures. 

Four bills, H. R. 7983, H. R. 7985, H. R. 7987, and H. R. 7989, would 
provide increases in all widows’ annuities payable under the Railroad 
Retirement Act by amounts ranging from 10 to 25 percent. These 
bills, according to the Railroad Retirement Board, would result in in- 
creased costs to the retirement system of from $17 million a year to $41 
million a year. No provision is made for revenues to pay for these 
added costs. The Board recommends against favorable consideration 
of any of these bills. 

Some ten bills (H. R. 738, H. R. 757, H. R. 2026, H. R. 3416, H. R. 
3719, H. R. 5272, H. R. 5361, H. R. 5801, H. R. 6833, H. R. 7982, 
H. R. 8230, H. R. 8338, and H. R. 8399) would amend the Railroad 
Retirement Act in one or more of the following ways: 

1. They would repeal the present restriction in section 5 (g) (1) 
against the payment of survivor benefits under both the Railroad Re- 
tirement and the Social Security Acts based on earnings of the same 
employee. 

2. They would repeal the present restriction in section 2 (e) of the 
act which requires the reduction of the annuities of spouses by the 
amount of the old-age insurance benefit payable under the Social 
Security Act. 

3. They would repeal the restriction that an individual may receive 
no more than one survivor annuity under the Railroad Retirement 
Act. 

At the present time both the Railroad Retirement and Social Secur- 
ity Acts provide that survivor benefits are computed on the basis of 
the deceased emeployee’s railroad and social-security earnings com- 
bined. The survivor receives her benefits under the railroad system 
if the employee has a current connection with a railroad at the time 
he dies and if not, the benefits are payable under the Social Security 
Act. 

The bills here referred to would retain those existing provisions of 
both acts. However, if the bills become the law, the widow of an 
employee working for a railroad at the time he died would receive a 
survivor’s annuity under the Railroad Act based on the employee’s 
combined railroad and social-security earnings and in addition, would 
receive a social security survivor’s benefit based on the deceased’s 
social-security earnings. Social-security wages then would be credited 
twice in such a case. 

If, on the other hand, the employee was in social-security service 
at the time he died, his widow would receive a social-security sur- 
vivor’s benefit based on both railroad and social-security earnings, but 
she would receive no survivor’s annuity under the Railroad Act. This 
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would present an anomalous situation indeed. The Railroad Retire- 
ment Board estimates that repeal of the restriction on survivors’ tak- 
ing both railroad and social-security benefits would cost the railroad- 
retirement fund about $30 million a year. Repeal of the dual-benefit 
restriction of spouses would cost about $9 million a year and the re- 
peal of the provision preventing survivors from taking more than 
1 railroad-retirement annuity would cost about $1.5 million a year. 
The Board has recommended against enactment of any of these bills 
and has cleared its reports on the bills with the Bureau of the Budget. 

H. R. 2443 and H. R. 5702 would amend the Railroad Retirement 
Act in such a way as to permit an individual to collect a railroad- 
retirement annuity and at the same time to continue to work for the 
nonrailroad employer for whom he was working at the time he became 
eligible for a railroad annuity. Under the present act, if a former 
railroadman is working for a nonrailroad employer at the time he 
reaches age 65, he cannot collect his railroad-retirement annuity until 
he leaves the service of that employer. And if he returns to the service 
of that nonrailroad employer, his railroad annuity is not paid for 
any month in which he works for that employer. The railroads are 
opposed to the passage of these bills for a number of reasons. In the 
first place, according to the estimates of the Railroad Retirement 
Tenia they would impose an additional annual cost on the railroad- 
retirement system of 38.5 million. They provide no means of pro- 
viding funds to pay this additional cost. For the reason that they 
would materially increase the deficit in the retirement fund, if for no 
other, the railroads oppose H. R. 2443 and H. R. 5702. 

Those provisions of the act which would be changed by these bills 
are of long standing. In 1937, at the instance of the President of the 
United States, the railroad industry and the standard railroad labor 
organizations reached agreement on a railroad-retirement bill and 
that bill was introduced in the Congress. The bill in the form intro- 
duced provided that service earned by an employee prior to January 
1, 1937, should not be taken into consideration in determining that 
employee’s annuity unless two factors were present—that he had been 
an employee on August 29, 1935, and also that he was a railroad em- 
ployee when he reached retirement age and became eligible for retire- 
ment benefits. ‘Those two factors had to coincide before prior service 
could be taken into consideration in computing the annuity. After 
the bill was introduced the labor organizations suggested certain 
changes in the bill. One of those changes was to strike the require- 
ment that in order to receive credit for prior service an individual 
had to be in an employment relationship when he reached retirement 
age and became eligible for his annuity. ‘This permitted a man who 
was in an employment relationship with a railroad on August 29, 
1935, and who dropped out of railroad service before he reached the 
age of 65, to claim an annuity at 65 and count all of his service both 
subsequent to January 1, 1937, and prior to that date up to a maximum 
of 30 years. This proposed change in the agreed bill, of course, added 
to the costs of the system and for that reason, the labor represer’ tives 
accompanied their first proposal with a second proposal to offset the 
cost of the first. . 

The second proposed amendment provided that an employee who 
left service before reaching retirement age and went to work for a 
nonrailroad employer had to relinquish his employment and employ- 
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ment rights with such employer in order to receive an annuity under 
the Railroad Retirement Act. The financial result of the second pro- 
posal was found by the actuaries to be sufficient to offset the costs of 
the first suggested change. Both changes were included by agreement 
in the bill as enacted. 

The provisions of the Railroad Retirement Act which would be 
stricken by H. R. 2443 and H. R. 5702 were included in the agreed 
act of 1937 as a method of saving money for the railroad-retirement 
system in order to make money available to pay the cost of providing 
certain additional benefits for annuitants. The savings provided by 
those provisions have been spent by paying such additional benefits. 
If those provisions should be repealed as the bills propose to do, it 
would amount to spending the same money twice. 

For the above reasons, the railroads believe your committee should 
not give favorable consideration to H. R. 2443 or H. R. 5702. The 
Railroad Retirement Board recommends against enactment of the bill 
and the Bureau of the Budget also recommends against its enactment. 

That concludes my statement. 

Mr. Doturncer. Mr. Wolverton, do you have any questions? 

Mr. Wotverton. I have no questions. 

Mr. Rogers. Mr. Finney, is it your contention that the Railroad 
Retirement Act as at present established is doomed ¢ 

Mr. Finney. With the present provisions of the act in effect and 
basing my statement on what the actuaries tell me of what is going 
to happen of course it is doomed. It will eventually become extinct. 

Mr. Rogers. Without any changes? 

Mr. Finney. Yes, sir. 

Mr. Rocrrs. Without any changes. 

Mr. Finney. Yes, sir. 

Mr. Rogers. The reason you say that is this, I gather from your 
statement, that even though the benefits are increased and additional 
money is provided to pay for them, that that will be an additional 
burden on the railroads, and the act is doomed anyway ? 

Mr. Finney. Well, Mr. Rogers, my point with respect to this bill 
is this, that it does not begin to pay for the expenditures which will 
result, as the bill is written. The added revenue now provided in the 
bill itself is not sufficient. You are adding an additional deficit onto 
the existing deficit. 

Mr. Rogers. That is the point. Now what is the difference per- 
centagewise in the amount that will be required to meet the additional 
benefits, the amount of money that will be taken in on the provision 
to increase the taxes ? 

Mr. Finney. Three-tenths of 1 percent, or about $16 million. 

Mr. Rogers. That is your position, that the increased deficit would 
be $102 million rather than the present $86 million if this bill were 
passed ? 

Mr. Finney. That will be the difference, yes, sir, according to the 
actuaries. 

Mr. Rogers. Now, Mr. Finney, let me ask you this, in that respect. 
Do you anticipate that in the future that the plea will be made to the 
Congress on behalf of the Railroad Retirement Act, on these deficits, 
for them to be supplemented through tax moneys ? 

Mr. Frnney. You mean through general taxes ? 

Mr. Rocers. General taxes. 
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Mr. Finney. Not payroll taxes? 

Mr. Rogers. Just as appropriations, subsidy payments. 

Mr. Finney. No, sir; I do not consider that a necessity, certainly. 
I do not know that that matter has ever been considered by the in- 
dustry. We certainly have not advocated any subsidizing of the Rail- 
road Retirement Act. 

Mr. Rogers. Now, that is what is going to happen to the railroad 
worker in the future, when this system destroys itself. That is the 
thing that concerns me. 

Mr. Frxney. It is of concern to the railroad industry, too, you 
understand, Mr. Rogers. 

Mr. Rogers. I am sure of that. 

Mr. Finney. And it is our position that something should be done 
to decrease the present deficit rather than to increase it. 

Mr. Rogers. Well, but, then you also have the problem at hand, 
that the people who are receiving these benefits must have sufficient 
funds to live on; otherwise the whole purpose of the act is defeated. 

Do you have any suggestions as to how it could be worked out? 
That is the thing that concerns me. 

Mr. Finney. No, sir; I do not. 

Mr. Rocers. I am deeply concerned about it. 

I believe that is all I have, Mr. Chairman. 

Mr. Douurneer. Mr. Hale. 

Mr. Hate. I have no questions. 

Mr. Dotirncer. Mr. Dolliver. 

Mr. Dottiver. No questions. 


Mr. Dotuincer. Mr. Finney, we thank you very much for the very 
fine statement you have made. The committee appreciates your 
views. 

Mr. Finney. Thank you for the courtesy of listening to me, Mr. 
Chairman. 


STATEMENT OF J. ELMER MONROE, VICE PRESIDENT, ASSOCIATION 
OF AMERICAN RAILROADS, AND DIRECTOR, BUREAU OF RAIL- 
WAY ECONOMICS, WASHINGTON. D. C. 


Mr. Douiincer. Mr. Monroe, we will be glad to hear you. Will 
you kindly identify yourself for the record. 

Mr. Monror. Mr. Chairman and gentlemen of the committee, first 
of all, we would like to extend to the chairman of this subcommittee, 
Mr. Harris, our deepest sympathy for the loss of his mother. 

My name is J. Elmer Monroe. I am vice president of the Association 
of American Railroads and director of the Bureau of Railway Eco- 
nomics, with offices in the Transportation Building, Washington, D. C. 
I appear here on behalf of the member lines of the association. 

Railroads constitute one of the great industrial enterprises in the 
United States. By the very nature of its product—mass transporta- 
tion services—the industry is deeply imbued with the public interest. 
Yet the well-being of the railroads is constantly a matter of national 
concern. 

The economy of the United States, since the close of World War 
II, has been operating at recordbreaking levels. Although the rail- 
roads have been participating to some degree in this high level of 
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business activity from the standpoint of volume of freight traffic, they 
have, unfortunately, not been able to participate to any great degree 
from the standpoint of net earnings. In fact, their net earnings of 
recent years have been relatively less than those earned during the late 
1920’s, notwithstanding the fact that the volume of business handled 
in 1955 was 35 percent higher than during the late 1920’s. 

With those preliminary remarks, I would like to present an analysis 
of the factors which have prevented the railroads from participating 
in the Nation’s recent level of prosperity. To aid in my presentation 
I present a series of tables which picture the trends in railroad earn- 
ings and operation. 

Table I compares the gross and net earnings of railroads of class I 
for the 5 years ended with 1955 with the 5 years ended with 1929. 

I assume that the committee has copies of my statement; and may 
the tables from my statement go into the record ? 

Mr. Doturnerr. Yes, Mr. Monroe. 

(The tables referred to are as follows :) 


Taste I.—Gross revenues and net earnings, railroads of class I in the United 


States 
[In millions] 
Net railway | Net income 


operating (after 
come charges) 


E88 
aINwoon 


$6, 
6, 382. 
6, 
6, 


Sx 
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Source: Reports of the Interstate Commerce Commission. 


TABLE II.—Rate of return, railroads of class I in the United States 


Rate of Rate of 
return on net return on net 
investment investment 


Year: (percent) Year—Continued (percent) 
5.12 
1026. osc te oe a 
DOT iii i Se 


Average Average 


Source: Computed from reports of Bureau of Railway Economics and the Interstate 
Commerce Commission. 
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TaBLeE III.—Ratio of net income to net assets of manufacturing corporations 


Return | “es Return 





Percent “| Percent 
Meer }) eeel....... Cl diate aida i ieee aca eadiel St 14.4 
* 8 Ol 1952. 12.3 

12.7 

2 12.4 
| 12.8 | \| 1955 (estimated) 15.5 


pee 
11.0 | Average.......-.- onto aies hi wiplaeiaiobidacdsdlatecs 13.5 





Source: The First National City Bank of New York. 


Note.—For manufacturing corporations the return on net assets averaged 11 percent during the years 
1925-29, and increased to 13.5 percent for the years 1951 to 1955. The return for the railroads, calculated on 
the same basis as for manufacturing corporations, averaged 6.5 percent during the 1925-29 period, but 
declined to 5.1 percent during the period 1951-55. 


TABLE 1V.—Increased operating costs since Jan. 1, 1955 


Item | Effective date | Annual cost 


. Health and welfare plan for nonoperating employees (14 of total cost) Feb. 1,1955 $31, 616, 000 

. Yard conductors, increase of 25 cents per day June 1,1955 1, 801, 000 
3. Road conductors and trainmen, increase of 20 cents per day and gradu- | June 16, 1955 11, 499, 000 
ated rates in freight service. 

. Dining car stewards, increase $5 per month do 91, 000 
5. All operating employees, general wage increase and payment in lieu of | Oct. 1,1955 81, 985, 000 
health and welfare plan. 

. Dining car stewards, yardmasters and dispatchers, general wage increase 6, 108, 000 
and payment in lieu of health and welfare plan. 

. Yard ae and switchmen, increased wages for conversion to 5-day we 23, 900, 000 
workweek. 

. Nonoperating employees, wage increase of 14’ cents per hour 251, 464, 000 

. Yard engineers and firemen, increase for conversion to 5-day workweek - - - 21, 562, 000 

. Additional cost of health and welfare plan for nonoperating employees....| Mar. 1, 31, 616, 000 

. Increase in cost of fuel, materials and supplies 100, 000, 000 


Total increase 1 cost of wages and materials and supplies 561, 642, 000 
. Increase in payroll taxes on wage increases . | 7, 963, 000 
14. Increas@ in unemployment payroll tax rate 42, 055, 000 





15. Grand total, increase in annual costs since Jan. 1, 1955_ _ - 611, 665, 000 


TasLe V.—Ratio of wages and salaries to value of sales, 1954 


Industry 


Railroads, class I 

Primary and fabricated metal 
Machinery (including electrical) 
Stone, clay, and glass products 
Lumber and furniture 
Transportation equipment (including motor vehicles) 
Textile mill products 

Paper and allied products 
Rubber products 

All manufacturing 

Chemicals and allied products 
Food and beverages 

Tobacco manufactures 

Products of petroleum and coal 


Source: Ratios computed from reports of Interstate Commerce Commission and U. 
Department of Commerce, 


. 


B3 


Ray yP Per 
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TABLE VI.—Distribution of commercial intercity freight traffic 


1945 1954 


| 
Agency l . 
Ton-miles | Percent | Ton-miles Percent 
(millions) of total (millions) of total 





Railroads (steam and electric) 690, 809 | 68.0 | 556, 557 | 50. 6 
Motor trucks | 66, 614 6.6 214, 626 | 19.5 
Oil pipelines ; Ena ak ‘ 126, 580 12.5 179, 203 | 16.3 
Great Lakes (domestic) i 102, 092 | 10.0 | 79, 969 7.3 
Rivers and canals__....._.- caapioe 29, 709 | 2. 9 | 69, 404 6.: 
Air carriers T-ad : go Fag Oe Ee cics  ice 397 | ie 


Total ed 1, 015, 845 100.0 | 1, 100, 156 | 


Souree: Reports of Interstate Commerce Commission. 


TABLE VII.—IJncome account adjusted for increased costs and increased freight 
charges, railroads of class I in the United States 


[In millions] 


Further 


| Actual Adjusted | adjusted to 
| results of | Increased forin- | include 
Item | operation | costs creased | freight rate 
in 1955 | costs | increases 
| authorized 


(5) 





Average net investment : $26, 775 | $26, 775 $26, 775 

a - Operating revenues... . - $10, 106 $10, 106 $10, 558 
3. Operating expenses, rents ‘and taxe Ss, e xcept Federal | 
income taxes. Scnceuackee ene Seth bes $8, 561 < $9, 064 $9, 064 

. Federal income taxes___- , $417 56 | $261 | $402 
. Net railway operating income $1, 128 781 $1, 092 
. Rate of return, percent s BR eh nl 2. 92 
k Other income less miscellaneous deductions.....____- $214 $214 | 
$417 $417 
$925 $578 














1 Represents 95 percent of tot: al increased costs, assuming 5 percent to be charged to capital account. 
2? Estimated reduction in income taxes because of increased costs. 


Mr. Monroe. Total operating revenues as shown on table I represent 
gross revenues received by the railroads from transportation services 
performed. The item of net railway operating income is what is left 
out of revenues after paying operating expenses and taxes. 

Net income is after the payment of interest and other fixed charges 
and the amount available for reinvestment in the property, reserves, 
dividends and other corporate purposes. 

Looking at table I in my statement, it will be noted that during the 
5 years, 1925 to 1929, gross revenues of the railroads average $6,207,- 
000,000 per year. 

Net railway operating income average $1,165,000,000 per year. 

Net income average $773 million a year. That was the average for 
the 5 years, 1925 to 1929, 

The gross revenues of the railroads for the 5 years, 1951 to 1955 in- 
creased to an average of $10,223,000,000 per year, net railway operat- 
ing income declined to an average of $1,026,000,000 and net income 
averaged $806 million. 

In other words, notwithstanding an increase of 64.7 eg in gross 
revenues, net railw ay operating income of the railroads has averaged 
less by 11.9 percent than that earned during the 1925-29 period. 

Net income was greater by only 4.2 percent. 
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The railroads are earning a very low return on their net invest- 
ment in transportation facilities. 

The return in the years 1925-29 averaged 5.11 percent. 

During the 5 years 1951 to 1955, this return was only 3.92 percent 
as shown by table IT of my statement. 

The railroads have not experienced, and are not now experiencing, 
the prosperity experienced by industry in general. 

The First National City Bank of New York published figures re- 
lating to the rate of return earned on net assets for a large number 
of manufacturing corporations. Those rates of return are set out in 
table IIT. 

For manufacturing corporations the return on net assets averaged 11 
percent during the years 1925-29, and increased to 13.5 percent for 
the years 1951 to 1955. 

The return for the railroads, calculated on the same basis as for 
manufacturing corporations, averaged 6.5 percent during the 1925-29 
period, but declined to 5.1 percent during the period 1951-55. 

The railroads were recently before the Interstate Commerce Com- 
mission seeking an increase in their freight rates and charges to 
offset increases experienced in their operating costs on account of in- 
creases in wage rates, increases in the unit prices of their materials and 
supplies, and an increase in the payroll tax for unemployment and 
sickness benefits which became effective January 1, 1956. 

The railroads sought an increase of 7 percent in freight rates and 
charges, but by decision dated March 2, 1956, the Commission only 
authorized freight rate increases averaging about 5.3 percent, only 
about 75 percent of the increased revenues needed to offset increased 
costs. 

H. R. 9065 and identical bills propose to increase the current payroll 
tax for railroad-retirement benefits and thereby bring about another 
increase in labor costs. 

Increases in operating costs experienced by the railroad industry 
just since January 1, 1955, have amounted to $611,665,000 on an 
annual basis. 

Looking at table IV, item 1 shows that effective February 1, 1955, 
the health and welfare plan which was then inaugurated and the cost 
of such plan being divided equally between the railroads and the em- 
ployees, one-half paid by each, cost the railroads $31,616,000 annually. 
Then on June 1 the railroads experienced a further increase in labor 
costs of 25 cents a day increase to yard conductors, amounting to 
$1,800,000 annually. : 

Then came June 16, 1955, and the road conductors and trainmen 
secured increases of 20 cents per day and the dining car stewards an 
equivalent increase of 20 cents per day at a cost of about $11,500,000 
per annum. 

Then on October 1, 1955, the wage rates of all operating employees 
were increased, and they also secured an increase in pay in lieu of a 
health and welfare plan. That amounted to a total cost of nearly 
$82 million per annum. 

Then also on October 1 dining car stewards were further increased, 
and their wages were increased to the extent of costing the railroads 
about $6,100,000 per annum effective from October 1, 1955. 

Came December 1, 1955, and the cost to the railroads of placing 
the yard trainmen and switchmen on a 5-day week amounted to 
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$23,900,000 per annum. On December 1, 1955, the nonoperating rail- 
road employees received a wage increase of 1414 cents an hour, which 
cost the railroads $251 million on an annual basis. That is shown as 
item 8 in the table. 

Then also agreements were reached providing that yard engineers 
and firemen may convert to a 5-day ou That will cost the railroads 
about $21,500,000 per annum. 

Then as recently as March 1, 1956, the railroads assumed the em- 

ployees’ cost of the health and welfare plan for nonoperating em- 
ployees at a cost of $31,616,000 per annum. 
_ The prices of materials and supplies which the railroad consume 
in daily operations are now 4.7 percent greater than the charge out 
prices we had in 1955, and that represents another annual increase 
in cost of $100 million. 

Thus the increased cost of wages and materials and supplies since 
January 1, 1955, has approximated $561 million on an annual basis. 

The increase in payroll taxes on the wage increases described will 
approximate $7,968,000 per annum. 

The increase in the unemployment payroll tax rate, which became 
effective January 1, 1956, cost the class I railroads $42,055,000 per 
annum. 

That makes a grand total increase in annual costs since January 1, 
1955, of $611,665,000 on an annual basis. 

Now, H. R. 9065 proposes to further increase the railroad-retirement 
tax from 121% percent to 1414 percent, an increase of 2 percent on 
taxable wages up to $350 per month per employee, one-half of such 
increase to be paid by the employee and one-half to be paid by the 
employer. So, an increase of 1 percent in the payroll tax to be paid 
by the class I railroads would add another $42,055,000 annual cost. 

That is the same increase that the railroads experienced in the un- 
employment tax rate increase effective January 1. 1956, 

Because of the fact that the railroads have a higher wage ratio than 
manufacturing industries, an increase in the wage cost of the rail- 
roads requires a relatively larger increase in the price of their product 
if such increase in wage cost is to be offset by a price increase. 

Table V shows the rate of wages and salaries to the values of sales 
(operating revenues) for the railroads and a number of leading manu- 
facturing industries for the year 1954. 

Wages and salaries take a far greater proportion of the gross reve- 
nues in the railroad industry than in manufacturing industries. The 
ratio for railroads in 1954 was 51.8 percent as compared to 23.5 percent 
for all manufacturing. Other things being equal, the price for rail- 
road transportation should increase about 214 times as much as the 
price for manufactured goods, in order to offset a similar relative in- 
crease in wage costs. The present relative tax burden on the rail- 
roads for retirement taxes is more than three times as great as for 
manufacturing industries, but the burden on sales is about 7 times 
as great, due not only to the fact that the payroll tax is higher for 
railroads, but also because wages consume a larger proportion of the 
railroads’ gross sales dollar. 

The railroads are caught in the vice of diminishing returns and 
higher operating costs. 

One of the more important causes of diminishing returns has been 
the intense competition from other forms of transportation. Table 
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VI portrays the declining participation of the railroads in the inter- 
city freight service. 

n 1945 the railroads performed 68 percent of the total intercity 
oer traffic, but in 1954 that ratio had fallen to 50.6 percent of the 
total. 

Motortrucks, listed in the second line of table VI, show a directly 
opposite trend. Their ratio increased from 6.6 percent in 1945 to 19.5 
percent in 1954. Traffic on inland rivers and canals shows a trend 
similar to that of motortrucks. Traffic on the Great Lakes has lost 
ground and oil pipelines have incretsed their relative share. 

_ Preliminary traffic statistics for the year 1955 point to a further 
drop in the rail percentage, while truck and water tonnage increased 
to a greater extent. 

The railroad proportion of total commercial passenger traffic fell 
from 72.9 percent in 1945 to only 38.4 percent in 1954. Air carriers 
handled only 2.7 percent of the intercity load in 1945, but by 1954, their 
ratio had grown rapidly to 25.6 percent. It is also a fact that the 
railroads handled in 1955 an even smaller proportion of the total 
commercial passenger traffic. 

Table VII, which follows shows the squeeze of increased costs on 
the net income of the railroads. It has been shown that the railroads 
have experienced increased operating costs of $611,665,000 annually 
since January 1, 1955, and of that amount a total of $530,000,000 was 
not reflected in the operating expenses of the railroads for that year. 

Table VII adjusts the financial operating results of the year 1955 
to reflect those increased costs and also to reflect the increase in freight 
rates and charges authorized by the Interstate Commerce Commission 
on March 2, 1956. The adjustments are calculated on an annual basis. 

Looking at table VII, item 3, column 3, shows the magnitude of in- 
creased operating costs which were not included in the operating ex- 
penses of the railroads for the full calendar year 1955. Because of 
tax savings, the impact on net earnings is somewhat less than the full 
cost increase of $502 million, but as shown by item 5, column 3, the net 
railway operating income of the railroads, because of increased op- 
erating costs, would be reduced by $347 million, from actual earnings 
of $1,128 million in 1955 to adjusted earnings of $781 million. Column 
5 of table VII indicates what the earnings of the railroads would 
have been in 1955 after reflection, on an annual basis of the increased 
operating costs and the increases in freight rates and charges recently 
authorized by the Commission. Whereas the actual net railway op- 
erating income was $1,128 million in 1955, the adjusted earnings be- 
come $1,092 million. 

The rate of return, item 6, of the table instead of an inadequate 4.21 
percent, falls to 4.08 percent. Net income, item 9, drops from $925 
million earned in 1955 to only $889 million, far too little to provide 
needed funds for the vital capital improvement programs of the car- 
riers. In fact, when adjusted for the loss in purchasing power, such 
a net of $889 million would be worth only about half that much on the 
basis of 1925-1929 dollars. 

To maintain their position in a highly competitive industry, and to 
provide the kind of transportation service demanded by shippers and 
required for the national defense, the railroads must strive for a return 
of at least 6 percent. 
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During the course of these hearings, some mention has been made in 
regard to the rising cost of living. A comparison of the trend of 
benefits paid under the Railroad Retirement Act wth the trend in the 
Consumer Price Index was shown in the Report of the Joint Com- 
mittee on Railroad Retirement Legislation, dated January 9, 1953, and 
printed as Senate Report No. 6. 

At page 515 of that document there appears a tabulation comparing 
the trend in average annuity per year of service with the trend in the 
Consumer Price Index from 1937 to 1951. It is there shown that the 
full age annuities per year of service, for employee only, increased by 
55.0 percent from 1937 to the end of 1951. When spouses’ annuities 
are included, the increase becomes 80.3 percent. During that same 
period, the Consumer Price Index increased by 80.7 percent. 

Then, as the report points out on page 517 the mere change in 
average annuity does not indicate the full extent of liberalization of 
the act since 1937—such as the amendments of 1946, which provided 
benefits for surviving widows, widowed mothers having children 
under age 18, and dependent parents. Recognizing these additional 
benefits, the report then presents an actuarial calculation to show the 
trend in the “relative value of protection” afforded by the Railroad 
Retirement Act. That table shows that the relative value of employee 
protection increased by 119 percent between 1937 and 1951, as com- 
pared with an increase in the Consumer Price Index of 81 percent. 

Effective September 1, 1955, the spouse annuity was increased from 
a maximum of $40 to $54.30 per month, which further added to the 
value of protection. On the other hand, the Consumer Price Index 
has only increased by 3.2 percent from 1951 to January 1956, The 
overall increase in the Consumer Price Index from 1937 to January 
1956 has been 86.6 percent as contrasted with the increase of more 
than 120 percent in the value of protection afforded employees. 

It is clear that railroad earnings are presently inadequate. 

It is clear that railroads have not participated fully in the expan- 
sion of the economy and have not shared in the increased prosperity 
of American industry. 

It is clear that increased costs are threatening the improved earn- 
ings experienced by the railroads in 1955, and such rising costs already 
present a challenge to the industry. 

In view of the testimony of Mr. Finney who preceded me and in 
view of the financial situation of the railroad industry as shown by 
my testimony, it seems clear that there is no justification for imposing 
the added burden upon railroad earnings which would result if H. R. 
9065, or any one of its companion bills, were enacted. We, therefore, 
urge that your committee do not favorably report this legislation. 

That completes my statement, Mr. Chairman. 

Mr. Do.tincer (presiding). Mr. Wolverton, have you any ques- 
tions? 

Mr. Worverton. No questions. 

Mr. Dotiincer. Mr. Rogers? 

Mr. Rocers. Mr. Monroe, I have two questions. The first will be 
on page 14. I notice Mr. Finney made the same statement. 


It is clear that railroad earnings are presently inadequate. 


Do you mean by that they are inadequate to pay a proper dividend 
to the stockholders or inadequate to enter into what you think to be 
a proper expansion program 4 





RAILROAD RETIREMENT LEGISLATION 263 


Mr. Monroe. I think they are inadequate on both bases; yes, sir. 
As I showed, the rate of return earned in 1955 of these railroads was 
only 4.21 percent, and I think they should have not less than a 
6-percent return. 

Furthermore, the earnings of 1955, you might say, were earned the 
hard way. Our maintenance expenses in 1955 were at a very low 
ebb. They should have been greater. Maybe we didn’t have the 
funds at the beginning of the year with which to do proper main- 
tenance work. Also we have large amounts of tax credits which were 
available to us in the last 5 years on account of accelerated amortiza- 
tion, and those tax credits have greatly aided our earnings during 
this last 5-year period. 

Mr. Rogers. What was your reference to the difference in the ratio 
of labor to gross income in the railroad field as compared with the 
manufacturing field ? 

Mr. Monroe. 51.8 percent for the railroads and 23.5 for manu- 
facturing. 

Mr. Rogers. In making that determination, let me ask you this, 
Mr. Monroe: Did you use in your manufacturing business or industry 
ratio the cost of the raw material ? 

Mr. Monroe. No, sir. These are direct wages. 

Mr. Rogers. I mean, though, in fixing your ratio of gross income. 

Mr. Monror. The ratios are computed from reports of the United 
States Department of Commerce and relate to the direct-wage bill 
only and do not include the indirect-wave bill. 

Mr. Rogers. Thank you, sir. That is all I have. 

Mr. Dotiincer. Any questions, Mr. Hale? 

Mr. Hate. No questions. 

Mr. Doturncer. Mr. Dolliver? 

Mr. Dotsivrr. Mr. Monroe, isn’t it a fact that recently the rail- 
roads have sought and secured a general increase in rates from the 
Interstate Commerce Commission ? 

Mr. Monroe. Yes, sir; and I took that into consideration, Mr. Dol- 
liver. We secured and got authority to increase the freight rates effec- 
tive March 7 equivalent to an average increase of 5.3 percent, pro- 
vided that the increases are made applicable to both interstate and 
intrastate traffic. We secured increases which will average us about 
5.3 percent, or a total increase on an annual basis of $452 million. 

As I pointed out, that is about three-quarters of the amount neces- 
sary to offset increased costs recently experienced. 

Mr. Dotuiver. Is that on both passenger and freight ? 

Mr. Monror. No, sir; just freight service. 

Mr. Dotttver. Of course it is hoped that the increase will alleviate 
to some extent the financial situation of the railroads. 

Mr. Monror. It will help, yes, sir. That is included in the figures 
which I show in my table VI, the last column. 

Mr. Dotutver. The railroads actually asked for something in excess 
of what they got, did they not ? 

Mr. Monror. We asked for a 7 percent increase to offset to the 
dollar the increased costs we have recently experienced, and we came 
out of it with a net increase of 5.3 percent. 

Mr. Dottiver. You say that goes into effect or has it gone into effect ? 

Mr. Monrow, The interstate rates went into effect on March 7. 
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ar. Dotiiver. The railroads presently are collecting that increased 
rate ¢ 

Mr. Monror. On an interstate basis.they are collecting it from 
March 7, yes, sir. 

Mr. Dottiver. Didn’t you say that the increase was contingent on 
being applied both intra and interstate ? 

Mr. Monror. Yes, sir; but a number of the States have not yet ap- 
proved the increase for intrastate traffic. 

Mr. Dotiiver. You require commission approval in the various 
States ? 

Mr. Monrog. In a number of States we do, yes, sir. 

Mr. Dottiver. How many of the States have granted that permis- 
sion so far? 

Mr. Monrog. I don’t know of any. I know we have hearings com- 
ing up in a great number of States. 
air. Do.utver. They are still pending before the State commis- 
sions 

Mr. Monror. Yes, sir. 

Mr. Doxtiver. That is all, Mr. Chairman. Thank you. 

Mr. Dotiincer. We thank you, Mr. Monroe. The committee is 
very glad to have your views. 


Mr. Dan T. Smith. 


STATEMENT OF HON. DAN T. SMITH, SPECIAL ASSISTANT TO THE 
SECRETARY IN CHARGE OF TAX POLICY, UNITED STATES TREAS- 
URY, WASHINGTON, D. C. 


Mr. Smriru. For the record, Mr. Chairman, I am Dan T. Smith, 
Special Assistant to the Secretary of the Treasury in Charge of Tax 
Policy. 

The Secretary of the Treasury signed a letter which I have de- 
livered to the ok which I believe has been delivered to you, dated 
today, which I should like to read into the record, if I may, Mr. 
Chairman. 

Mr. Dotiincer. Without objection. 

Mr. SmirH (reading) : 


My Dear Mr. CHAIRMAN: On March 6 I wrote you concerning the opposition 
of the Treasury to the tax deduction under H. R. 9065 for employee contributions 
to the railroad retirement fund. I wrote you then that the immediate cost 
to the Treasury would be $70 million a year. We now find that exemption of 
employee deductions for social-security contributions, which are the same as 
railroad-retirement contributions, would cause a revenue loss of $630 million. 

Since my first letter, we have continued to study the possible consequences of 
similar exemptions if applied to additional forms of pension plans. We find 
that two other groups would involve the following annual revenue loss: 

Federal employees under Federal retirement plan, $110,000; State and loial 
employees under State and local pension plans, $130 million; thus the total 
revenue loss would be about $940 million. 

This loss of nearly $1 billion is the crux of the situation which makes the 
action being considered by your committee very serious. Should the tax exemp- 
tion be given railroad employees it would seem that, out of fairness, similar 
treatment should properly be given the millions of people who contribute to 
these retirement systems without having such contributions treated as tax 
deductions. 

The revenue loss could run to another billion dollars or more if this principle 
led to demands that all individuals be allowed a deduction of up to 744 percent 
of income provided such percentage of income was paid out as a social-security 
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contribution, as a contribution under private pension plans or as an individual 
saving for retirement. 


For these reasons the Treasury strongly urges this committee to act unfavor- 
ably on the bill before it. 


Very sincerely yours, 
(Signed) G. M. HumpPparey, 
Secretary of the Treasury. 
_I might add to this, Mr. Chairman, that the proposed tax reduc- 
tion for contributions combined with a tax exemption for the benefits 
which is already in the law would not only be without precedent in 
this country but we find no parallel treatment in other countries which 
we have been able to examine thus far. We note specifically that in 
Great Britain there is a tax deduction for contributions but the 
pension is taxable when received. In Canada there is a 2-percent tax 
which is not allowed as a deduction and in addition to that the pension 
is taxable when received. 

The Congress decided many years ago with reference to contribu- 
tions and retirements that it was preferable not to allow a deduction 
for the contribution but to allow tax exemption for the pension, I pre- 
sume on the ground that when the pension is received, that being a 
smaller amount, it would be more burdensome to have the tax im- 
posed at that time. 

But the combination of tax deduction and tax exemption for pension 
received would set up a completely tax exempt category of income. 
If done for this particular form of pension, as we have indicated, we 
see no basis for distinguishing the other various forms of pension 
plans with the very large revenue impact which would occur there- 
under. 

That completes my statement, Mr. Chairman. 

Mr. Dotirnger. Any questions ! 

Mr. Dotiiver. Mr. Smith, what was the Treasury’s estimate as to 
the so-called loss if this bill were to be passed ? 

Mr. Smiru. The Treasury estimate on this bill was $70 million. 

Mr. Dotutver. You would anticipate that if the principle were fol- 
lowed in similar situations, the loss could approach a billion dol- 
lars? 

Mr. Smiru. Exactly, yes. It would approach a billion dollars. 

Mr. Dotiiver. In your remarks you referred to the fact that at 
ae the annuities which are paid are exempt from taxation alto- 

ether ! 
F Mr. Smiru. That isright. That is by statute. 

Mr. Dotiiver. That is based upon the notion that the money which 
is paid to the annuitant by way of annuity has already been taxed when 
he paid his contribution ? 

Mr. Smiru. That is right. This makes a result that there is only 
one tax. 

Mr. Dotutver. So if this exemption were granted under section 5 
here, it would logically follow that that exemption should no longer 
follow the annuity when it is paid out ? 

Mr. Smirn. If that were not done, there would be a complete tax 
exemption of the amount. We have no specific recommendation in 
that respect, but certainly I agree with your logic. 

Mr. Dotuiver. The thing [ am leading up to is, has any study been 
made by the Treasury as to the result of such a procedure, namely, 
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making free from taxation the contributions as an initial matter and 
taxing ‘the annuity? Has any study been made of that ? 

Mr. Surru. No, no such study has been made. We felt the present 
treatment was so well established and so long established in the law 
that we have not yet had oceasion or opportunity to consider the im- 
plications of the alternative treatment which you mention. 

Mr. Dotuiver. Under the railroad-retirement law that the employer 
contribution is not taxed. 

Mr. Smiru. That is a deduction to the employer along with other 
forms of compensation. This is in a sense, I suppose, to be considered 
an indirect form of compensation to employ ees which they get through 
their annuity at some later time on retirement. So, like all other ex- 
penses, it is a deduction. 

Mr. Douuiver. It is considered a deductible expense as far as the 
corporation is concerned ? 

Mr. Smiru. Yes, that is true. 

Mr. Dotuiver. That is all, Mr. Chairman. Thank you. 

Mr. Doturnger. Thank you, Mr. Smith. 

Mr. Smiru. Thank you, Mr. Chairman and gentlemen. 

Mr. Douurncer. The next witness will be Mr. Lester P. Schoene. 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES ASSOCIATION—Resumed 


Mr. Scuorne. I want to thank the chairman and the members of 
the committee for allowing me to reappear. I requested the oppor- 
tunity primarily to comment upon the abenaone of the Bureau of 
the Budget and the Secretary of the Treasury which I did not have 
before me at the time that my original testimony was prepared. 

Mr. Dotirncer. We understood you wanted 15 minutes for rebuttal, 
Mr. Schoene. 

Mr. Scnogene. I think 15 minutes will suffice, Mr. Chairman. 

Mr. Dotiincer. You may proceed. 

Mr. Scuoene. First of all, both of the budget 

Mr. Doturneer. I think you should identify yourself again for the 
record. 

Mr. Scuorene. Yes. I am Lester P. Schoene, counsel for the Rail- 
way Labor Executives Association, and also representing the Brother- 
hood of Locomotive Engineers, the combination representing all the 
standard railway labor organizations. 

The Secretary of the Treasury estimated the revenue loss through 
section 5 of the bill at $70 million. That estimate was contained in 
his letter of March 6 and remains unchanged in the letter which was 
submitted here this morning. 

I stated in my previous testimony that I did not believe there was 
any reliable way in which one could arrive at the actual tax savings 
that would result to the employees and the corresponding revenue loss 
to the Treasury from section 5. 

I had hoped that the Treasury Department would at least make 
some effort to arrive at a defensible figure. I am sorry to say that they 
have not done so. It is perfectly evident that this $70 million esti- 
mate makes no allowance for the hundreds of thousands of cases where 
individuals among these wage earners are not now paying income 
taxes. This estimate apparently assumes a total taxable payroll in 
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the vicinity of $5 billion and applies a rough 7 percent tax to this 
figure and then figures 20 percent savings on income taxes for every 
employee. 

I have not seen the underlying data, but that process would arrive 
at $70 million. That is not a defensible figure because we have hun- 
dreds of thousands of employees working at low wage rates, that is, 
the lower wage rates in the industry, who even if fully employed 
would earn only about $3,200 per year. Many of those people have 
families, of course. In any such case, which is certainly a common 
case, where there is a man and his wife and 3 children, their normal 
exemptions will exempt $3,000 of those earnings from income-tax 
payment, and by the time they take the standard deduction which is 
allowed it results in no taxable income. 

I say to you there are I don’t know how many cases of that kind. 
I don’t know of any way of estimating them, but it must run into 
the hundreds of thousands. 

In addition to that, many of these people are not fully employed 
through the year. They are subject to layoffs from time to time 
within the year with the result that the full-time employment figure 
is not reached. In those cases fewer exemptions than the family of 
five would have would operate to relieve the income from any income 
taxation. 

So while I cannot give you a specific figure of what the amount would 
be, I can tell you with confidence that it would be much less than the 
$70 million which has been estimated by the Secretary of the Treasury. 

Mr. Dottiver. Would you care to make an estimate ? 

Mr. Sonoens. I just couldn’t do it, Mr. Dolliver. I would have to 

pull a figure out of the air. I just don’t know how many people there 
are who are not now paying the income taxes. I just don’t like to pull 
figures out of the air. 
In the Secretary of Treasury’s submission of March 6 he also pro- 
om the same tax exemption to the social-security system, and in his 
etter of this morning he projected it to Federal employees and to 
State and local employees and also makes an estimate of what might 
result if everybody, even though not under any formal retirement 
system, were exended a tax deduction for retirement purposes. 

I indicated in my original testimony that while it is not my purpose 
to lay obstacles in the way of other workers seeking such equitable 
treatment as they may themselves be entitled to, it certainly does not 
follow from the enactment of this bill that all similar systems must 
be granted a like tax deduction. I pointed out that we have here a very 
unique system which combines in one system a basic social-security 
system with an industrial pension system. I also pointed out that in 
other industries similar protection is afforded, but in two systems. 
One, there is the basic social-security system established by law, which 
is then supplemented by an industrial system, either on an individual- 
company bonis or on a combined basis, and in those supplemental sys- 
tems it 1s the prevailing practice—and the tendency toward the prac- 
tice is accelerated—to have the employer fully finance that supple- 
mental system. 

The consequence is that the employer’s contribution to that system 
is charged as an operating expense of the business, operates to reduce 
the net income, and thereby produce tax savings of 52 percent, namely, 


75199—56——18 
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the corporate income tax rate, rather than the very modest saving that 
we are asking here for these employees. 

If you assume a 20 percent saving for each individual, which will 
not actually work out, the result would be a saving of 20 percent on 
7% percent or the 1.45 percent under section 5 of the bill. ' 

If we assume that this system is the equivalent of a basic social se- 
curity system at a cost of 2 percent of payroll and has superimposed 
on it an industrial pension system costing 54% percent of payroll, and 
if we were to accord to only that 5144 percent the treatment which is 
very commonly afforded to it in other industries through supplemental 
pension systems and apply the 52 percent saving to that 514 percent, 
you come out with a total saving of 2.73 percent as compared with 
the 1.45 percent which we are proposing. 

I think all those factors would necessarily have to be considered in 
any determination as to whether the precedent set here required exten- 
sion to other industries. We would not be getting under this bill as 
favorable consideration taxwise as prevails in many industries now. 

I want to say, too, that in any event if a Selita’ te equitable and 
fair on its merits I do not think it is a proper objection to it that it 
will result in some losses of revenue, 

If revenue is lost through the enactment of a fair and equitable 
proposal, then the Government will simply have to look to other 
sources or increase the general rates of taxation to raise the necessary 
revenue. 

I pointed out in my previous testimony that other items which are 
necessary costs to employment are deductible now, and I mentioned 
specifics lly union dues, which I wasn’t positive about at the time but 
which I have since checked. 

If you will look at page 13 of the instructions for making out your 
current income tax return you will find union dues specifically re- 
ferred to as a deductible item of expense. 

In 1951 you enacted legislation permitting us to make union shop 
agreements, and we have made a good many union shop agreements, 
with the result that more union dues are paid as a condition of em- 
ployment. I suppose that results in some loss in revenue, but surely 
it can’t be dibnied that that is an objection to our being able to make 
union shop agreements. 

Likewise, we negotiated agreements last December Pipe that our 
nonoperating health and welfare plans should be fully financed by the 
employers. They will add that as a charge of doing business and will 
make corporate tax savings on it. Certainly it is no objection to our 
being able to negotiate that kind of system that revenues will be 
lost. 

Similarly we negotiated wage increases of around $25 a month 
which the employers will charge to their operating expenses and will 
have tax savings. 

All of those things may result in some losses of revenue, but if they 
are fair and equitable on their merits, then the fact that some revenue 
may be lost is not, to my mind, a valid objection. 

Mr. Dottiver. Mr. Schoene, if section 5 is included in the bill would 
it not follow at some later date that the income from the annuity itself 
would then become taxable? 

Mr. Scuoene. It would not inevitably follow. It might be urged, 
as the representative of the Treasury Department has urged here this 
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morning, that logically if the contributions are tax deductible then 
the resulting annuity should be subjected to tax. That would not 
inevitably occur. It would only if the Congress says it shall occur. 

Mr. Dotiiver. The theory of exempting the annuity now is on the 
basis that it would be double taxation. 

Mr. Scuorenz. That may be part of the theory, but it also embodies 

an important social policy, it seems to me, because they are not only 
exempt from taxation, they are exempt from assignment, garnish- 
ment, and anticipation, or any other means of taking it away from 
serving the purpose that the annuity is provided for. 
_ I would have to agree that there is a certain logical appeal to say- 
ing that if the contributions are tax exempt, then the annuity should 
be taxed. However, in terms of actual revenue that is not a matter 
of any great practical importance to the individuals. The reason it 
is not of any great practical importtnce to the Government is that 
the maximum annuity plus the maximum spouse’s annuity come to 
only a little over $2,400 a year, and a man oui his wife each have two 
exemptions after they are age 65, which these people would be, so 
$2,400 is tax exempt now. Again, if they apply the standard dedue- 
tion they pay no income tax irrespective of the exemption in section 
12. While there is a logical appeal there, there is no practical point 
in subjecting it to tax. 

Mr. Roarrs. Will you gentleman yield to me at this point? 

Mr. Schoene, do you see any constitutional question in this issue if 
section 5 is left in the bill ? 

Mr. Scuorne. No, none at all. I think there are a great many dif- 
ferences in the application of the tax laws now. Congress is recog- 
nized to have the right to classify, and so long as there is no discrimi- 
nation within the class, namely, the employees governed by this 
legislation, I see no—— 

r. Rocrrs. That is the point I was making. Possibly there would 
be argument that there was discrimination within the class because, 
although it is not in the same business, if you set the class up as a 
general class, it would be a pretty telling argument, it would seem 
to me. 

Mr. Scuorne. By the same token one could argue that there is 
discrimination between the railroad-retirement tax and the social- 
security tax. We are taxed at 614 percent. They are taxed at 2 per- 
cent. But no one has ever suggested that that difference gives rise 
to any constitutional question. 

Mr. Rocers. If you used dollars and cents as the yardstick, then 
you would be forced into the proposition that it would be a discrimi- 
nation against any other group of people who are paying 614 percent; 
wouldn’t you ? 

Mr. ScHorenr. No. I am not using the dollars-and-cents argument 
as a basis for the classification. I merely point out that there is at 
the present time this discrimination between people under social 
security and people under railroad retirement as to the rate of con- 
tribution, aa one suggests that that difference gives rise to a 
constitutional question. >. th 

Mr. Rocers. Has there been any briefing done on the constitutional 
question ¢ 

Mr. Scnoene. Not my knowledge. So far as I know, no one has 
raised any such question. 
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I would be prepared to meet it if it arises. 

There is one other item I would like to mention. I know it is a 
matter of some delicacy and I won’t go into it in any detail. ‘There 
has come to my attention a press release from the Ways and Means 
Committee, to which was attached a resolution asserting the jurisdic- 
tion of the Ways and Means Committee over any revenue matters 
connected with this bill. I recognize that the matter of the division 
of work between committees of the Congress is a matter of internal 
organization of Congress and the way you transact your business, and 
I think there are very definite limits on the extent to which I can 
with propriety discuss it, and I will observe those limits. 

I merely want to remind you of the past history of the handling of 

these matters. 
_ Undoubtedly a bill dealing solely with the railroad retirement tax- 
ing act would be referred to the Ways and Means Committee as the 
original Carriers Taxing Act in 1937 was. However, I understand 
it to be the general rule that where bills do not conform precisely to 
the division of work between committees, as frequently occurs, it is 
the policy to refer the bill to the committee dealing with the subject 
matter which is predominantly dealt with by the bill. 

I assume it was on that basis that the Speaker referred this bill 
to this committee, as has been done with all amendments to the Rail- 
road Retirement Taxing Act since 1937, because they have all been 
included in bills dealing also with the Railroad Retirement Act. 

That was true with respect to 1946 amendments, which increased tax 
rate from the original graduated scale to the present graduated scale. 
It cosa true also of the bill which raised the taxable base from $300 
to $350. 

Mr. Hatz. Did the Ways and Means Committee have anything to 
do with any of those bills?, Did they pass on them ? 

Mr. Scuoens. No, they didn’t pass on any of those bills. I would 
also direct your attention to the fact that in 1937 when the Carriers 
Taxing Act bill itself was referred to the Ways and Means Committee, 
the Railroad Retirement Act, which this committee considered, in- 
cluded at that time the present section 12 which exempted the an- 
nuities from taxation. 

As late as last year section 12 was again revised slightly by this 
committee to make clear that the enactment of the Internal Revenue 
Code of 1954 had not changed the effectiveness of section 12 of the bill. 

So, as I say, I recognize limits to the propriety with which I can 
discuss the division of work among committees. a want to remind 
you that all the Se for dealing with a bill which deals pri- 
marily with the Railroad Retirement Act but also has some revenue 
measures in it is for this committee to handle. 

That is all I have, Mr. Chairman. 

Mr. Dor1ineer. Any questions? 

Mr. Haux. The thing about the Treasury letter which concerns me 
is that I don’t myself see how if you open this door for the railroad 
employees you can keep it eatbol as a practical matter for social- 


security employees. Can you explain what we ought to say to the 

social-security employees when they come along and say “me, too” ? 
Mr. Scuoeng. I have touched upon that. I think you can properly 

say, “We will listen to any case that you have to present for doing it, 
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but in considering the railroad retirement system we gave considera- 
tion to the unique character of that system which combines within 
itself not only the basic social-security system but an industrial pen- 
sion system, and that the industrial pension systems applicable in 
other industries now afford opportunities for much greater tax sav- 
ings than those which are committed to this system by this bill.” 

f employees under other systems can make a justifiable case for 
similar consideration or different consideration, I think they should 
be treated in accordance with the equities that they present. My point, 
Mr. Hale, is that it does not follow willy-nilly from the fact that this 
bill is enacted that you are geing to have to do the same thing under 
social security. 

Mr. Hatz. I must say I am very much attracted to the idea that any 
kind of tax should be deductible from one’s gross income. I would 
like it very much if the income tax that I pay this year were deductible 
from my gross income for this year, but the Treausry wouldn’t ap- 
prove of that. 

Mr. Scuorne. I am afraid not. 

Mr. Hatz. I was also much interested in what you said about union 
dues. I was surprised to learn from you that those are deductible 
from income, if I understood you correctly. 

Mr. ScHorns. That is true also of bar association dues, Mr. Hale. 
Thay are nondiscriminatory in that respect. 

. Harz. I can readily see a difference between a retirement system 
which is compulsory, like this and social security and a retirement 
system which is optional. 

Mr. Scuoenz. Yes, I think there is certainly that difference. 

Mr. Hatz. The optional system is not a tax at all. It is a voluntary 
payment. 

Mr. Scuoener. Certainly when it is compulsory, as in this instance, it 
is an expense of holding your job. It is a condition, it is a payment 
you have to make before you can earn your income. 

Mr. Hate. I think that is all, Mr. Chairman. 

Mr. Dotirnerr. Mr. Rogers? 

Mr. Rogers. No questions. 

Mr. Dotiincer. Thank you, Mr. Schoene, for your presentation. 

Mr. Scuoeneg. I appreciate the opportunity to appear, Mr. Chair- 
man. 

Mr. Doiiincer. The hearings are concluded and the subcommittee 
will stand adjourned subject to the call of the Chair. 

(The following material was received for the record :) 

CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., February 8, 1956. 
Hon. J. Percy PRIEst, 


Chairman, House Committee on Interstate and Foreign Commerce, 
. Washington, D. C. 


Dear Mr. CHAIRMAN: I am enclosing a letter sent me by one of my constitu- 
ents which outlines his views on amendments to the railroad-retirement pro- 


am. 

You probably know that Mr. Perkins has been a faithful correspondent on this 
subject for some years now, and he would like his views to be made a part of the 
record. I will appreciate any assistance you can render in accomplishing 
this. 


Respectfully yours, 
DANTE B. FASCELL, 
Member of Congress. 
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MrIAmt, Frioripa, February 6, 1956. 


Subject: Elimination of 1924-31 period in computing annuities under the Rail- 
way Pension Act. 
Hon. DANTE B. FASCELL, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN: In reply to yours of January 27, and in further connec- 
tion with mine of January 16, I am more interested in the elimination of the 
1924-31 period in computing annuities than any of the other proposed amend- 
ments. This is the most important of all the proposed amendments. The 1924-81 
period is the very leanest in the history of railroading. Elimination of this 
period would do more to equalize annuities than anything else. The use of this 
period is a discrimination against all those who retire prior to 1967. The 
unfairness is particularly apparent when we consider that when the pension 
bureau took over company pensions in 1937 they paid full annuities to thousands 
who had never paid a dime into the bureau. 

It is my idea to first eliminate the use of the 1924-31 period, compute pensions 
on the monthly average since the pension bill became effective then consider 
such percentages as the bureau is able to carry. 

Under the present bill, the individual’s last 30 years of service are considered 
in the computation. All months necessary to make a total of 360 months, prior 
to 1937, are computed on the basis of earnings during the 1924-31 period regard- 
less of what the individual’s earnings were during the period from 1931 to 
1937. 

To give you an idea how these annuities are computed and what increase would 
be obtained by the elimination of the 1924-31 period and computation on the 
basis of the monthly average since the present bill went into effect, I will use 
the formula and compute mine both ways. 

I am still working. I have not yet received my BA6 card for 1955. There- 
fore, I will compute the annuity as if I had retired January 1, 1955. 

My BA6 card for 1954 shows earnings for 213 months $58,476.57, a monthly 
average of $274.40. 

The Railway Pension Bureau credits me with a monthly average of $146.20 
during the 1924-31 period. 


Months (period used for computing average earnings in connection with 


retirement) 
Less months (period worked since 1937) 


Leaves months prior to 1987, on which the 1924-31 average of $146.20 
mouthiy will be appliedi..d 5 hinds dkbsgeneneedaaaee dike ate 


147 $146.20=$21,491.40 ; $21,491.40 plus $58,476.57 gives a total of $79,967.97, 
to be divided by 360, to show the average monthly earnings past 30 years, for 
computation of actual pension. 

Applying the formula on the monthly average of $222.02, we have: 


First $50 0.0276 
Next $100 0.0207 
Remainder $72X0.0138 


30 $4.44386=$133.30, the monthly pension under the present method. 

Application of the formula to monthly average earnings of $274 would make 
the pension $154.80, an increase of about 16 percent. 

If the pension were computed on the basis of average earnings for the last 
5 years, the monthly annuity would be $165, an increase of approximately 24 
percent. 

I have followed bills introduced into Congress for the past several years. 
Maybe some would burden the Railway Pension Bureau beyond their capacity. 
Certainly it is reasonable and justifiable to request the elimination of the 1924-31 
period in computing annuities. Thanking you for past favors, I am, 


Respectfully yours, 
Crom R. PERKINS. 


P. S—I hope any amendment passed by Congress can be made retroactive to 
January 1956. 
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AMERICAN FARM BUREAU FEDERATION, 
Washington 4, D. C. March 9, 1956. 


Re H. R. 9065 and similar bills to amend the Railroad Retirement Act 


Hon, Oren Harris, 
Chairman, Subcommittee on Transportation and Communications, 
House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. OC. 


Dear Mr. Harris: This letter is to set forth the views of the American Farm 
Bureau Federation with respect to the above indicated legislation. It will be 
appreciated if you will include this letter in the record of the hearing. 

It will be recognized that farmers have a major interest in this legislation. 
Increased railroad payments to retirement funds are inevitably reflected in 
increased railroad rates. In Ex Parte 196 the railroads petitioned for a 7 per- 
cent general rate increase and justified their request in part by the fact that 
——— by railroads to the railroad retirement fund had increased $50 million 
annually. 

Farmers are major purchasers of railroad sevice, both diectly and indirectly, 
on farm products shipped to market and on farm production supplies they pur- 
chase. A substantial portion of any increase in railroad payments into the 
railroad retirement fund would be paid by farmers. 

Section 5 of H. R. 9065, providing that payments by railroad workers to the 
railroad retirement program would not be classified as taxable income, should 
be referred to the House Ways and Means Committee. It has, of course, long 
been the practice of the House that all matters relating to taxation are handled 
by the House Ways and Means Committee. We believe this rule is sound and 
should be followed in all instances to avoid patchwork development of tax law 
and to insure adequate consideration of the impact of tax legislation upon the 
general fiscal situation. In the present case there is a significant further reason 
for referral of section 5 to the House Ways and Means Committee. If legisla- 
tion is to be enacted to exclude payments by railroad workers to the railroad re- 
tirement program from taxable income, it is important that the same principle 
be applied to all retirement programs, both public and private, if discrimination 
between different groups of our population is to be avoided. 

Any program for expansion of present railroad retirement benefits should be 
actuarily sound. Data has been submitted to the committee indicating that the 
actuarial deficiency of the fund is currently $86 million a year and that the 
enactment of H. R. 9065 would increase the deficit to $102 million a year. Al- 
though some witnesses have argued in opposition to these acturial conclusions, 
no competent actuarial testimony to the contrary has been submitted. It would 
appear that early action is necessary to reestablish the fund on a sound reserve 
basis. H. R. 9065 does not accomplish this objective, but on the contrary would 
increase the annual actuarial deficit and jeopardize the interests of future 
beneficiaries. 

The opportunity of presenting the views of the American Farm Bureau Fed- 
eration with respect to this matter is sincerely appreciated. 

Very sincerely, 
Matr Trices, Assistant Legislative Director. 


INDUSTRIAL RELATIONS CONSULTANTS, 
Washington 6, D. C., March 5, 1956. 
Mr. OREN Harris, 

Chairman, Subcommittee on Transportation and Communications, Com- 
mittee on Interstate and Foreign Commerce, House of Representatives, 
Washington, D.C. , 

Deak Mr. Harris: Because of my long service as Chairman of the Railroad 
Retirement Board I am very much interested in the Railroad Retirement System. 
You are, I think, aware of my opinion that most of the recent changes in the 
Railroad Retirement Act have tended to undermine that System; if enacted, 
H. R. 9065 would, in my judgment, tend to hasten a process already too far 
advanced : 

(1) The proposed measure would add more to the cost of the Railroad 
- Retirement System than would be provided in revenue. 

(2) The bill proposes a subsidy for some of those who pay railroad 
retirement taxes, the subsidy to be paid by the general Federal taxpayer 

(which I think unjustified). 
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(3) The Railroad Retirement System is already attempting to provide 
more benefits than the available revenues will support. The most recent 
valuation, completed within the month, indicates that taxes should be in- 
creased by 1.63 percent immediately. This estimate, I believe, may well 
turn out to have been too low. 

(4) The Railroad Retirement System finances rest, to a substantial de- 
gree, on inequitable taxes, on a subsidy from the Federal Treasury which 
some future Congress may well recall, and on an anticipated huge cash 
transfer from the old-age and survivors insurance trust fund which I, for 
one, think will never occur. 3 

The Railroad Retirement System needs more revenues; and in my opinion 
the subsidies and inequities ought to be eliminated. There is only one way to 
begin the corrective process: extend the Social Security Act to railroad em- 
ployment, and provide additional annuities, from separate taxes, above and be- 
yond the social-security payments. There was good reason to think, a few 
years ago, that there could be some increase in annuities for long-service 
employees without increase in total taxes if this change in the character of the 
Railroad Retirement System wer@ made. That possibility is probably no longer 
real; but the need for a change in the character of the System is, in my opinion, 
more urgent than ever. 

I ask that this letter and the enclosed memorandum be printed in the record 
as an expresson of my views. If anyone should be interested, I will be glad 
to appear before your committee and answer any questions which the members 
may wish to ask. 

Very truly yours, 

Murray W. LATIMER. 


COMMENTS ON H. R. 9065 


H. R. 9065 (and some other differently numbered but identical bills) would 
make important changes in each of three acts: 

(1) The Railroad Retirement Act would be amended by changing the 
basic formula used to calculate the amount of employee, spouses’ and sur- 
vivor annuities and pensions by approximately 15 percent; the social secu- 
rity minimum, however, would not be affected ; 

(2) Under the Railroad Retirement Tax Act, taxes on employers and 
employees would each be increased from 61% to 744 percent of compensation 
(and on employee representatives from 12% to 14% percent) not in excess 
of $350 per month; and 

(3) The Internal Revenue Code would be changed, by what purport to 
be amendments to sections 3201 and 3211 of the Railroad Retirement Tax 
Act, so as to exclude from income taxable under Chapter 1 of the Code 
(which provides for the income taxes paid by most gainfully employed 
Americans) the taxes paid by individuals under the Railroad Retirement 
Tax Act. 

There are other subsidiary amendments: The base for the residual payment 
under the Railroad Retirement Act would be increased from 7 to 8 percent of 
the compensation not in excess of $350 per month after June 30, 1956, and Chap- 
ter 24 of the Internal Revenue Code would be modified so as to reduce the in- 
come from which taxes are to be withheld by the amount of the taxes paid 
by individuals under the Railroad Retirement Tax Act. 

A memorandum written by Mr. A. M. Niessen, the actuary of the Railroad 
Retirement Board, indicates that the cost of the amendments proposed in H. R. 
7988 would be 2.26 percent of taxable payrolls. H. R. 7988 is identical to H. R. 
9065 except that there is no tax increase in H. R. 7988, so that the residual 
benefit would be calculated from the present tax bases. Since, under H. R. 9065, 
the base for the residual benefit would be increased with respect to compensa- 
tion after June 30, 1956, from 7 to 8 percent, there would be no reduction in the 
cost of the residual benefit, and perhaps even a slight increase. I would there- 
fore expect Mr. Niessen’s estimate of the cost of H. R. 9065 to be perhaps 2.30 
or 2.35 percent of taxable payrolls. Since the total tax increase in H. R. 9065 
is 2 percent of taxable payrolls, the actuarial estimate would indicate that the 
benefits would exceed the revenue by 15 to 17 percent. 

A deficiency of revenues of the size indicated with respect to the amendments 
proposed in H. R. 9065 might not be serious if the Railroad Retirement System 
were in excellent financial condition. Unfortunately, this is not the case, the 
System already promises more benefits than are being provided for, and enact- 
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ment of H. R. 9065 would further worsen an already precarious financial 
condition. 

My conclusion that the financial condition of the Railroad Retirement System 
is precarious is based on the following considerations : 

(1) The sixth valuation of the Railroad Retirement System, as distributed 
by the Board, indicates a cost of 14.13 percent of taxable payrolls, 1.63 percent 
of payrolls in excess of tax revenues. 

(2) The actuary’s memorandum referred to above indicates that if the 
amendments proposed in H. R. 7988 were to be enacted, the excess of cost over 
taxes would increase to 1.89 percent of the taxable payroll. As indicated, allow- 
ance for the increase in the base for the calculation of residual benefit payments 
as provided in H. R. 9065 would have brought the estimate of total cost to over 
1.9 percent of the taxable payroll in excess of revenue. 

(3) The estimates of cost in the sixth valuation are, I take it, intended to 
indicate not much more than a minimum level of required revenue; the margin 
of uncertainty is largely in one direction. I shall discuss this point in more 
detail a little later. 

(4) The Railroad Retirement System finances would be inadequate, even if 
they were solid; some of the assets may turn out to be something else: 

(a) The System is being subsidized by an unjustifiable overcharge on employ- 
ees who never complete 10 years of service. Whenever wide understanding of 
this provision is achieved the consequences for the Railroad Retirement Sys- 
tem will not be salutary. 

(b) Despite repeated assertions by many that the Railroad Retirement System 
is self-supporting, it has received from the Federal Government, in the guise of 
“military service contributions,” about $335 million, which is in large part pure 
subsidy and which may well be recaptured as such. 

(c) The sixth actuarial valuation finds the social security differential to 
be 1.04 percent of taxable payrolls. This means that the valuation assumes the 
receipt by the railroad retirement account from the old-age and survivors insur- 
ance trust fund of the equivalent of an annual payment, beginning now and con- 
tinuing into perpetuity, of over $55 million. While the payment is equivalent 
to $55 million per annum, the actual payments will not begin until a few years 
hence and will be relatively small at first. They may well rise to as high as 
$80 or $90 million annually at the peak. The persons covered by social security 
vastly outnumber those under the Railroad Retirement System; I question 
whether they will stand idly by and see such large sums transferred from the 
assets presumably set aside for their benefit. 

In the fifth actuarial valuation the social-security transfer was estimated 
at the equivalent of $29.5 million in perpetuity. At that time the Social Se- 
curity Administration actuary thought the social-security transfer would cost 
the Railroad Retirement System $2 to $5 million annually in perpetuity. Since 
the fifth valuation, the Social Security Act has been liberalized—with changes 
in taxes deferred for many years, railroad employment has fallen, and the age 
differential of railroad employees over persons in social-security coverage has 
widened. All this would make the social-security transfer turn in favor of the 
Railroad Retirement System. In the absence of data, there is nothing definite 
to be said; in my opinion however, the high value placed on the social-security 
transfer can be accepted only when backed by adequate published data. 

(5) The new proposal would reduce income taxes of railroad employees by 
perhaps $70 million annually. This loss of revenue will have to be raised from 
other sources so that if enacted, it will be in substance a subsidy to the rail- 
road employees from the general public. 

(6) In any insurance system, long-term successful operation is, I believe, 
inconsistent with overcharges to any substantial group of the persons covered. AS 
already mentioned, employees whose total railroad service is less than 10 years 
are substantially overcharged. A less clearly identified group consists of those 
whose benefits (or whose surviving dependents’ benefits) are no more than are 
payable under social security. In the next several years most annuities 
awarded to immediate age retirants having less than 20 years of service will be 
the same as if there were no Railroad Retirement Act. In 1953 a little over 
5 percent of the employees who were awarded annuities were paid the same 
amount as if they had been covered by the Social Security Act. (1954 Railroad 
Retirement Board Annual Report, page 19.) 

I infer from the report that 7.6 percent of those who were granted annuities 
when 65 or over received the social security minimum. For the next 10 years 
this percentage might well, I believe, average 12 to 15. At the end of 1953, 
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“Somewhat more than half of the aged widows and 92 percent of the other 
survivor families” were receiving the same amount as if the Railroad Retire- 
ment System did not exist. (R.R. B. 1954 Report, page 30.) Though not stated 
I would suppose that close to 90 percent of the new survivor awards of all types 
are in the social security amount. This percentage will not fall much for 
several years. It will be 1966 before the railroad retirement survivor benefit 
formula can produce an amount larger than what is payable if social security 
remains unchanged for that period. With a few trifling exceptions, due for 
speedy extinction, there is no private pension plan in the United States in which 
all employees eligible for pensions do not get pensions, in addition to those under 
secial security, with respect to contributions (whether made by company or 
employees) in excess of taxes under the Federal Insurance Contributions Act. 
Under the railroad retirement system hundreds of thousands of employees and 
survivors will receive no benefit for contributions (made both by employees and 
employers) in excess of social security taxes. 

To return to the estimates of the sixth valuation. A critical assessment of 
these estimates is not possible because the valuation omits the necessary data to 
permit a detailed comparison of the numbers of retirements, deaths among 
beneficiaries, withdrawals, etc. to be “expected” from the valuation standards 
used as against the numbers which actually occurred. 

Under Senate Concurrent Resolution 51 of the 8ist Congress, approved by 
both Houses on October 17 and 18, 1951, a Joint Congressional Committee on 
Railroad Retirement Legislation was created to study the railroad retirement 
system. Among other things, the committee engaged the consulting firm of 
Nelson & Warren to make a critical evaluation of the actuarial standards 
used by the actuaries of the Railroad Retirement Board. This evaluation 
was made by Donald B. Warren (most competently, in my Opinion) and 
published in the report of the committee. Mr. Warren concluded that the fifth 
valuation should have been based on lower mortality rates, and that the with- 
drawal rates “in later years” ought to have been lowered. (Douglas Committee 
Report, page 337.) Mr. Warren’s major conclusion was stated as follows: 

“It will be seen, however, that we can visualize no reduction in estimated 
costs of the system based on any reasonable set of actuarial assumptions; in 
fact, our opinion is that the fifth valuation may understate the cost by as much 
as 0.5 percent and, if the estimate of Mr. Robert J. Myers, actuary for the Social 
Security Administration, of social security reimbursement proves correct, by 
as much as 1 percent.” (Douglas Committee Report, p. 338.) 

For the sixth valuation report, mortality rates were lowered as compared 
with the fifth, the rate of withdrawal used for the first year of service was 
reduced, and family composition factors were made more conservative. My 
reason for supposing that the costs produced in the sixth valuation were to be 
regarded as a minimum—with any tolerance plus, rather than plus or minus— 
is based on the following considerations. First, in general experience, mortality 
is progressively improving; a correction which would have been appropriate 4 
years ago would, for most situations, be less than is appropriate now ; second, the 
change in withdrawal rates was of no consequence, costwise ; third, for the first 
time the future payroll estimate was less than the current payroll in the year 
of valuation, and no less than the maximum taxable payroll for the current 
level of employment; and fourth, under the social security transfer provision, 
an increase in employment resulting from expansion through hiring new, young 
employees, which in other circumstances would quickly add financial strength 
to the system, would be in substantial part negated because of the adverse effect 
on the social security differential. 

The railroad retirement system badly needs additional revenue to carry its 
present benefit load. Without more income, it seems probable that the rail- 
road retirement account will begin to decline in the not far distant future; and 
once started, the rate of depletion will become progressively more rapid. 

H. R. 9065 would serve a far better purpose that it does if the sections relating 
to benefits were omitted. There would remain defects which ought to be cured: 
the overcharge for employees who never complete 10 years of service and for 
those who receive the social security minimum would be increased. (This 
preceding sentence assumes that there will be no amendment to the Internal 
Revenue Code eliminating the employee tax from income taxable under chapter 1 
of the Internal Revenue Code of 1954.) It is, in my opinion, impossible to 
defend a tax increase on employees having less than 10 years of service (or the 
present tax rate, for that matter) unless coupled with a refund on termination 
of employment, 
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The proposal to exclude the tax paid by employees from taxable income strikes 
me as most curious. I understand the proposal is said to be justified as a remedy 
for an alleged inequity: the railroads pay no income taxes on the taxes paid by 
them under the Railroad Retirement Tax Act, whereas any income tax paid by 
the employees is based on the railroad retirement tax as part of income. By 
this reasoning, since the railroads pay no taxes on the wages paid to their 
employees, equity would require that the employees also pay no tax thereon. 

Presumably Federal income taxes are based on income; how the railroad re- 
tirement taxes paid by the railroad could, under any circumstances whatever, be 
part of their taxable income any more than their wage and salary payments, 
material costs, real estate taxes, or bond interest is beyond my powers of compre- 
hension. On the other hand, the monetary value of any right acquired by an 
individual which increases his present or future well-being is part of an overall 
plan for future benefits. Insofar as there are no such future benefits, the 
pretense on which the taxes are collected is false and the remedy is not tax 
exemption but tax repeal. 

Railroad retirement annuities are now exempt from income taxes. Exclusion 
of the employee taxes would mean that values running to a half billion or more 
annually contribute no share to Federal income taxes. This I believe to be un- 
justified. If it is justified, so is exemption of the social security taxes paid by 
individuals, contributions to private pension funds, and certain other savings. 
The current loss of Federal tax revenue for railroad retirement taxes alone 
would, I suppose, be close to $70 million (at the 7% percent rate) annually. If 
all similar payments were to be similarly excluded, the loss of Federal tax 
revenue would probably be of the order of $1 billion annually. I would think 
that the Congress might hesitate to exclude railroad retirement taxes from tax- 
able income, if for no other reason that it would set a precedent for a tremendous 
revenue loss. 

It may be worth noting that the proposed exclusion would be worth about 
$250 to a railroad president, about $60 for an employee (probably the majority) 
in the first tax bracket, and nothing for probably many thousands. 

I have never been able to think of any way to assure a fair deal under the 
railroad retirement system for all railroad employees except by changing the 
basie concept of the railroad retirement system from one which is quasi- 
independent of social security to one which is supplemental to social security. 
This means, of course, that the social security system should cover all railroad 
employment, and the railroad retirement system would provide a further level 
of annuities wholly independent of and in addition to those of social security. I 
have long believed such a development would be inevitable. My only question 
now is whether such a development will come before supplementation becomes 
prohibitively expensive. 


(The ae letter, referred to on p. 88, .was received from Hon. 
Richard H. Poff to correct erroneous figures quoted in his earlier 
testimony :) 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., March 29, 1956. 
Hon. OREN HARRIS, 
Chairman, Subcommittee on Transportation and Communications, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: In testimony before your subcommittee on January 24, 
1956, I testified that under the 1951 interchange amendments, the social security 
fund reimburses the railroad retirement fund $108.50 for each retired railroader 
who draws a pension of $165.60, and that the social-security fund pays the full 
amount of any railroad retirement pension less than $108.50. 

My figures came from a pamphlet in my files, the source of which I cannot 
recall and which I cannot now locate. Since my testimony I have learned that 
my figures were inaccurate. I certainly did not intend to mislead the members 
of the committee and I am anxious to correct the misinformation I supplied. 

Accordingly, I enclose herewith a letter dated March 27 from Mr. Raymond J. 
Kelly, Chairman of the Railroad Retirement Board, which corrects the error I 
made. Will you please file my letter and Mr. Kelly’s letter with the exhibits in 
these hearings? 

With kindest regards, I am 

Sincerely yours, RicHarp H. Porr. 
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UnItTEep STATES OF AMERICA, 
RArLRoAD RETIREMENT BOARD, 
Chicago, Ill., March 27, 1956. 
Hon, Ricwarp H. Porr, 
House of Representatives, 
Washington, D. O. 

Dear Mr. Porr: This is in reply to your letter of March 20, 1956, in which you 
ask the following questions in order to clarify your understanding of my letter 
to you of March 19, which was in response to yours of March 12, 1956: 

“Let us assume that a railroad employee worked on the railroad (and on no 
other job) continuously from 1987 to 1967 at an average monthly salary of $300 
and then retired at the age of 65. My questions are as follows: 

“(1) What would be his total railroad annuity? 

“(2) What part of that annuity would be paid indirectly from the social- 
security fund? 

“(3) How much would the railroad retirement fund pay in reinsurance taxes 
to the social-security fund over that 30-year period?” 

On the basis of your assumption above quoted and on the further assumption 
that the employee did not work at social-security employment after his retire- 
ment at age 65, the answers to your three. questions are as follows: 

(1) The amount of his railroad retirement annuity would be $165.60. 

(2) Under the financial interchange provisions the railroad retirement system 
would charge the social-security system, beginning on January 1, 1967, $98.50 
for each month with respect to which a benefit in such amount would be payable 
under the Social Security Act. 

(3) The social-security employer and employee taxes which the railroad retire- 
ment system would credit the social-security system with respect to the service 
of the individual in your example would total $3,408 plus interest at the rate 
earned by the social-security fund accruing from the time such taxes would 
have been paid had railroad service been social-security employment. (The 
tax rate would be 2 percent up to $3,000 a year for the period 1937-49; 3 percent 
up to $3,600 for 1950-53 ; 4 percent up to $3,600 for 1954-59 ; 5 percent up to $3,600 
for 1960-64 ; and 6 percent up to $3,600 for 1965-66. 

The answers given to your three questions are based, of course, on the pro- 
visions of the Railroad Retirement Act and the Social Security Act now in effect 
and on the social-security tax rates heretofore and hereafter scheduled. 

My letter of March 19, of course, discussed the many cases in which the rail- 
road retirement system, though paying annuities even in the maximum amount, 
receives no, or very little, reimbursement from the social-security system. 


Sincerely yours, 
RayYMonp J, Ketty, Chairman. 


{}¥herexpon, at 11:55 p. m. the committee was recessed subject to 
call. 


x 





